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EDITORIAL 


As We See It 


Prime Minister Nehru of India calls for an 
end to the “cold war.’ He is impatient for a be- 
ginning at least of some measure of disarm- 
ament among the nations of the earth. He wants 
an end to the domination of one country by an- 
other. He is sure in light of recent events that 
“world opinion” is a force strong enough to hold 
would-be aggressors in check. The greatest prac- 
tical difficulty, he finds, is a lack of confidence, 
the one country in another. 


Senator Humphrey, an influential Democrat. 
would set up some scrt of international agency 
to deal with pressing Middle Eastern problems. 
He would also like to see American troops with- 
drawn from Germany against a corresponding 
withdrawal of Soviet troops from East Germany. 


There have been numerous suggestions or in- 
timations that we should lose no time in show- 
ing our generosity (either directly or through 
one of the international agencies) to various peo- 
ples and more than one section of the world in 
order to quell unrest and quiet men’s minds. 
Many such suggestions envisage “loans,” but most 
of them would without much doubt prove in the 
end to be gifts. 


Other ideas and proposals might easily be cited, 
and they all, whether wise or not, are clear evi- 
dence, of a full realization of the seriousness of 
the current world situation. The diversity of ideas 
on the subject attest to the difficulty of the prob- 
lems. For our part, we should not venture to 
offer any specific solution of these problems. 
We do feel, however, that any effective policy 
or program must rest upon certain facts about 

Continued on page 22 
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The Supply of Currency 
And Economic Activity 


By WALTER E. SPAHR 
Executive Vice-President, 
Economists’ National Committee. on Monetary Policy 


Widely known monetary economist presents demonstrable 
evidence to refute frequently-advanced contentions that: 
(1) a 3% annual rate of increase in industrial activity, 
GNP, and National Income can be obtained by some 
corresponding currency supply increase; (2) there is a 
close or controlling relationship between currency supply 
and prices; and (3) every dollar spent by government 
should have a certain multiplier effect upon national 
income. Dr. Spahr points out that while business expan- 
sion can cause currency expansion it dces not mean the 
latter can induce the former; shows currency supply and 
purchasing power depreciation can become so great 
“that productive activity stagnates .. .”’, and warns 
efforts to forestall proper economic readjustments may be 
beyond control of our monetary and fiscal managers. 

The editorial, “As We See It,” in The Commercial and 
Financial Chronicle of October 11, points to a genuinely 
important issue in the ‘monetary ¥ 
field. The editorial states, 
other things: 

“Money economists — that is econ- 
omists who talk glibly of ‘money 
supply’ and insist there is or ought 
to be some fixed ratio between the 
total ‘supply’ of mcrey and the vol- 
ume of business being done — are 
now having a field day.” 


among 


. .. Many of these learned gen- 
tlemen seem to... suppose that 
since (according to their theory, at 
least) there is a fixed ratio between 
the volume of business and ‘money 
supply,’ it is possible to enlarge the 
volume of business by the simple 
expedient of increasing ‘money supply.’ They do not 
seem to suppose that any serious difficulty would be 


Continued on page 20 
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How to End Coerciveness in 


A Democratic Government 


By BEN MOREELL* 
Chairman of the Board, Jones & Laughlin Steel Corp. 


Growth of enormous powers and misplaced faith in gov- 
ernment to accomplish all sorts of social, economic and 
even moral purposes is decried by Jones & Laughlin 
Steel Chairman who advances the premise that this is 
an orderly universe of natural law which cannot be 
undone, and that we should retrace our steps to the 
fundamental principles of American Revolution in order 
to dissolve the voracious government monster we cre- 
ated. Mr. Moreell proposes not political remedies but the 
restoration of religious dimensions built into our original 
political structure. Finds this is not a hopeless challenge, 
particularly in view of our awareness of government's 
coercive nature even in a democracy. 


Government, spelled with a capital G, has become our 
gold-plated calf. We revere it as the fount of all knowl- 
edge and all benevolence. It is true 
that we do not as yet look to govern- 
ment as the source of scientific law, 
although tney have already gone that 
far in the Soviet Socialist Paradise. 

But we do tend to regard Govern- 

ment as omni-competent in other 

important areas of natural law. We 

respect the impersonal and regular 

operations of physical nature, the 

realm of science. We acknowledge 

that the rules pertaining to this realm 

issue from the Governor of the uni- 

verse, not from any political body. 

Scientists have framed a number of 

laws which set forth the workings of 

the material world. And we know 

that by conforming to those laws we Ben Moreell 

are better able to cope with that world. We agree that 
this ‘‘natural order” has an autonomy and an integrity of 


Continued on page 26 


*An address by Mr. Moreell before the California State Chamber 


of Cemmerce, San Francisco. 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
fn the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


ALFRED R. HILL 


Partner, Hill & Co.. Cincinnati, Ohio 
Members N. Y. Stock Exchange 


Armco Steel Corporation 


Although Armco stands eighth in 
the steel industry in steelmaking 
capacity, it is running fourth in 
the amount of earned income. 
Over the past several years Arm- 
co has been a consistent leader in 
percent of earnings on invested 
capital and also in net earnings as 
a percent of sales. 

Since World War II, Armco has 
expanded its production capacity 
60°, compared to 40% for the 
steel industry as a whole, and its 
growth is continuing. On. Jan. 1, 
1956, the company’s ingot capacity 
stood at 5,150,000 tons annually. 
Its capacity rose to 5,950,000 tons 
on Jan. 1, 1957, and will reach 6,- 
222,000 tons by mid-year. It is 
most significant that Armco’s cap- 
ital expenditure cost per ton of 
new capacity has been $160, 
compared to the industry cost of 
$200 per ton. 

The growth the steel industry is 
anticipating over the next 10 years 
will cost $600 million a year, at 
the present capital cost of $300 
for each ton of new capacity. At 
today’s market values for steel 
stocks an investor can purchase 
for about $75 the assets required 
to produce one ton of steel. This. 
of course, represents depreciated 
assets and lower capital costs in 
earlier years. This low market 
valuation of productive capacity 
should impress investors with the 
growth potential of steel shares. 

Abcut half of Armco’s 35,000 
employees belong to independent 
unions and do not walk off the 
iob when a national steel strike 
is called. At three of Armeco’s 
major plants, including the largest 
at Middletown, Ohio, not a pound 
of production has been lost be- 
cause of a dispute between man- 
agement and men. During the 
minor recession year of 1954, the 
company cperated at 91% of ca- 
pacity compared to 71% for the 
industry. 

Armco has ample supplies of 
raw materials. The ccmpany is 
entitled to 10% of the ore ship- 
ments from the Labrador project 
of the Iron Ore Company of Can- 
ada. Reserve Mining Company, 
the $190 million project owned 
jointly by Armco and Republic 
Steel, is now operating ot fll ea- 
vacity. It is turning out high-grade 
iron ore pellets processed from 
taconite rock at a rate of more 
than four million tons a year. In 
addition, Armco has ownership 
interest in several companies min- 
ing direct shipping ore on the 
Mesabi Range. : 

Armco has had a full-fledged 
research program since 1910, when 
it built the first research labora- 
tory in the steel industry. It has 
continued its leadership, develop- 
ing an average of one new steel 
product each year. Within the 
past 30 years, virtually all the 
significant new products and proc- 
esses in the field of flat rolled 
steel, including the continuous 
rolling mill and the continuous 
galvanizing processes, have come 
from Armeco’s research. 

Last and most important, to my 
thinking, is the part of manage- 
ment. True, Armco’s accomplish- 
ments required capital, labor, and 
research, but it has been top grade 
management that has made the 
record so outstanding. Armco de- 
velops its own leaders through a 
far-sighted program of incentive 
and promotion trom within. The 
spirit of teamwork and human 
understanding is evident to any- 


contact with Armco 
management. With such a com- 
bination of assets, I have every 
confidence that Armco will con- 
tinue through the years as a lead- 
er in the steel industry. 


ERNEST LAX 


fesearch Dept.. Hill Richards & Co., 
Los Angeles, Calif. 
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Purex Corporation, Ltd. 


These 
alarums when 


are of wars and 
the market often 
cringes from one _  internationai 
rhubarb or another. The Suez 
boils over and 
finally dries 
up... armies 
march in the 
Middle East 
... Uupheavais 
in Central Eu- 
rope — these 
are but a few 
of the recent 
blows which 
have affected 
the investor’s 
peace of mind. 

In these 
parlous times 
a_ tranquilizer 
such as the 
Purex Corporation, Ltd., common 
stock may well be prescribed. Re- 
gardliess of the latest headline 
about the Suez, or for that matter 
about tne Strait of Magellan or 
the Sea of Okhotsk, Purex seems 
destined to remain largely im- 
mune to world events and to con- 
tinue to report healthy gains in 
sales and earnings. For, while 
Purex will soothe investors’ ruffled 
nerves, it is much more than sim- 
ply an anodyne—as evidenced by 
a per share earnings increase of 
30% in the last fiscal year, to say 
nothing of a further rise of about 
90% anticipated this year. With 
additional large gains in prospect 
over the longer term, we believe 
that there is good reason to “like 
Purex best.” 

Roughly one-third of total sales 
consists of the household bleacii 
and disinfectant sold in liquid 
form under the trade name, *Pu- 
rex,’ and in the dry state as “Beads 
O’ Bleach.” Other important pro:- 
ucts are synthctic detergents ac- 
counting for approximately one- 
fourth of aggregate sales, “Old 
Dutch Cleanser,” representing 
some 10° of the total, and 
“Sweetheart” toilet soap, laundry 
bluing, and various industrial and 
commercial cleansers and private 
label items. 

There wculd seem to be little 
question that these products are 
inherently attractive from an in- 
vestment standpoint. They are all 
low cost items and one or more 
of them is used daily by every 
member of the population. This 
universal market, of course, means 
that population growth is directly 
and fully retlected in increased 
sales for cleaning agents. Further 
growth is provided by the nation- 
wide trek to the suburbs, since 
this trend multiplies washing ma- 
chines and dishwashers which 
consume cleaning and bleaching 
agents. Because of their cheapness 
and their essential nature, clean- 
ing agents enjoy relatively stable 
demand, come fair economic 
weather or foul. Then, their very 
broad market makes them ideal 
subjects for advertising and pro- 
motional campaigns and, as indi- 
cated below, this last characteris- 
tic has been very effectively ex- 
ploited by the Purex management. 

During the first two decades of 
its history Purex confined itself to 
the manufacture of the household 
bleach and disinfectant sold un- 
der its own name. The first 
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de- 











This Week’s 
Forum Participants and 
Their Selections 


Armco Steel Corporation—Alfred 
R. Hill, Partner, Hill & Co., Cin- 
cinnati, Ohio (Page 2) 

Purex Corporation Ltd. — Ernest 
Lax, Research Dept., Hill Rich- 
ards & Co., Los Angeles, Calif. 
(Page 2) 


parture from this policy was the 
introduction of a syntnetic de- 
tergent, “Trend,” in 1947, followed 
by another (‘News’) in 1952. A 
second and more fundamental 
departure occurred in May, 1955, 
when Purex launcned its acquisi- 
tion program with the purchase of 
the Old Dutch Clcanser civision 
from the Cudahy Packing Com- 
pany for 130,000 shares or Purex 
stcck plus $253,000 in cash. And 
last July, Purex exchanged 1335,- 
000 shares for the Manhattan 
Soap Company, manufacturers ol 
“Sweetheart” toilet soap, ‘“Protex”’ 
deodorant toilet soap, and a dry 
laundry bluing “Blu-White.”’ 

The addition of Old Dute' 
Cleanser and Manhattan Soap to 
the Purex lines has created a 
whole which promises to be con- 
siderably greater than tne sum 
of the original parts. Purex’s 
moves in the acquisition field, it 
should be noted, have had nothing 
in common with the catch-as- 
catch-can, higgledy-piggledy con- 
solidations of recent years wi.ich 
defy rational explanation. On the 
contrary, Purex acquisitions have 
dovetailed with the company’s 
basic operations to form an inter- 
related, smoothly functioning or- 
ganization. In addition to boosting 
sales volume, as even the irra- 
tional consolidations do, Purex’s 
acquisition should materially raise 
per share earnings, as most of tne 
irrational consoiidations do not. 

True enough, sales volume has 
been expanded partly through the 
acquisitions and is now at an an- 
nual rate of some $50,000,000, as 
against less than $9,600,000 a 
decade ago. But Purex’s lines 
now pretty much run the gamut 
of the cleaning agent field and 
this change entails important 
profit miargin-taitening auvaii- 
tages. 

Until recently the company so- 
licited business from iis custo.uers, 
i.e., from wholesale grocers and 
supermarket chains, primarily 
through some 82 food brokers. 
Witn its broadened lines anu in- 
creased volume, however, the 
company was recently able to s.t 
up its own sales force. The savings 
resulting from this change-over 
are estimated to amount to some 
$400,000 annually, or roughiy 25c a 
share after taxes. And there are 
other sizable benefits which can- 
not be as precisely measured, but 
which also contribute to bigger 
earnings. The food brokers wro 
previously hanaled_ sales_ sold 
proaucts of many other con panies 
in addition to the Purex lines, 
and this diluted effort undoubted- 
ly held the Purex volume dowi. 
Unuer tne new system, on tie 
other hand, there is complete con- 
trol over the sales force and con- 
centration upon Purex items in 
dealing witn wholesalers and 
chains which should stimulate 
volume materially. 

Since transportation is a sizable 
cost item for a company such as 
Purex, the management had for 
some time sought additional man- 
ufacturing capacity to serve its 
growing Eastern markets. Torough 
the Manhattan Soap _ purchase 
Purex gained such facilities at 
reasonable cost, ideally located 
some 70 miles from New York 
City. Manhattan Soap’s major 
plant is a 250,000-square foot fa- 
cility at Bristol, Pa., which has 

Continued on page 39 
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Immediate and Intermediate 


Future Business Prospect 


By AUGUST IHLEFELD* 
President, Savings Banks Trust Cmpany, New York City 


Noted banker sees in prospect for the near future continuation 
of basic current economic trends; cloudy intermediate outlook 
if inflationary bank credit expansion continues; and offers an 
evaluation of the prospects for the pharmaceutical industry. 
Mr. Ihlefeld depicts the strong role played by capital outlays; 
. describes factors prompting present credit squeeze and inevi- 
table demand for more borrowing; outlines possible develop- 
ments that might cause a recession; and opines that return to 
easy money may not suffice to check a recession as it did in 
1953-54, but anticipates home building undertaking a dominant 
role again if needed to sustain prosperity. Warns some firms 
may be embarking upon ambitious expansion programs without 
full consideration of the difficulties or pitfalls, including finan- 
cial costs, which may lead to overproduction, and suggests 
expansion caution. 


INDEX 


Articles and News Page 


The Supply of Currency and Economic Activity 
—Walter E. Spahr Cover 
Ilow to End Coerciveness in a Democratic Government 
—Ben Moreell 


Immediate and Intermediate Future Business Prospect 
—August Ihlefeld 


The Beauty of Bank Stocks—lIra U. Cobleigh 
What Electronics Means to You—Paul A. Just__ 


Looking Into Canadian Economy and Continuing Economic 
Growth—A,. C. Ashforth 


Aiding the American Investor With a Better Investment 
Climate—Keith Funston 


A Prosperous Textile Era Ahead—John M. Reeves. 


New Process of Competition to Maintain Dynamic Growth 
—Robert G. Dunlop 


The American economy is 
reaching new high peaks for pro- 
duction and national income as 
the year 1956 draws to its close. 

Industrial 
production 
this year de- 
spite the sum- 
mer steel 
strike, will 
be some 3% 
larger than it 
was last year. 
The output of 
all industry is 
nearly 50% 
larger than it 
was inthe 
years 1947-49, 
when the 
economy was 
considered prosperous. 

National income this year will 
exceed that of 1955 by about 5%. 

Back in January, certain trends 
aroused doubts that this would be 
another record year for American 
business. With automobile sales 
and home building headed down- 
ward and with credit getting 
tighter, the prevailing view then 
was that, at best, 1956 might turn 
out to be our “second best year.” 

What, we may ask, pushed the 
American economy upward once 
again, from a very high level, in 
a year in which the vital auto- 
mobile and house building indus- 
tries have suffered a substantial 
setback? 

The answer is to be found 
the field of business spending. 

The economy has been domi- 
nated this year by an upsurge of 
new plant and equipment expen- 
ditures of unequalled proportions. 
Last year, such spending aggre- 
gated $28.7 billion. This year, it 
is expected to exceed $35 billion. 
Moreover, the rate of business 
outlays on new plant and equip- 
ment has been stepped up briskly 
each quarter, In this final quarter 
of .1956, such expenditures are at 
a $38 billion annual rate, which 
is over $9 billion higher than the 
1955 annual total. 


August Ihlefeld 


in 


The Plant and Equipment Boom 


The magnitude of the rise in 
new plant and equipment spend- 
ing by American business this 


*An address by Mr. thlefeld before the 
Mid-Year Meeting and: Eastern Sectien 
Meeting of the American Pharmaceutical 
Manufacturers Association, New York 
City, Dec. 12, 1956. 


year is nothing short of amazing, 
all the more so because consumers 
have curtailed durable goods pur- 
chases and it has become so much 
more difficult to raise money to 
finance expansion. 

It has been demonstrated that 
the arguments for stepping up 
plant and equipment spending are 
very strong. Business manage- 
ments have so far found them 
convincing. The key arguments 
are: 

(1) The long-range growth of 
the economy is assured, based 
upon accelerated population 
growth and rising living stand- 
ards. 

(2) The rising trend of wages 
and material costs stimulates ac- 
celeration of plant spending to 
avoid cost increases later on. 

(3) Technological advances, 
spurred by record research pro- 
grams, make new capacity so 
much more desirable both to turn 
out new products and to manu- 
facture existing products more 
efficiently and economically. 

(4) Competitive considerations 
make it necessary to keep up with 
rivals who are expanding capacity 
or cutting costs through installing 
more up-to-date facilities. 

To date, these incentives to ex- 
pand plant and equipment spend- 
ing have proved so strong that in- 
dustry has been stepping up such 
outlays steadily. There is no in- 
dication as yet that the upward 
trend of such expenditures is 
coming to an end. 

Advance estimates of capital 
spending issued by government 
and other sources will bear care- 
{ul watching for indications that 
the upward trend is_ slowing 
down. There is no more signifi- 
cant indicator of the near-term 
prospects for our economy at this 
time than projections of capital 
outlays by business. 


The Problem of Financing 

The bulge in business plant and 
equipment spending this year has 
given rise to a major financing 
problem. This problem has been 
aggrevated by a simultaneous ex- 
pansion of inventories of some $6 
billion in response to rising ‘price 
and wage trends. The consequent 
upsurge in business borrowing 
dominates and will continue to 


Continued on page 37 
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The Beauty of Bank Stocks 


By IRA U. COBLEIGH 


Enterprise Economist 


A brief year-end look at a splendid type of security too 
frequently neglected by investors, in their consideration of 
top flight equities. 


This is not going to be so gen- 
eral a tract on bank stocks as the 
headline might lead you to be- 
lieve. With almost 14,000 com- 
mercial banks 
in the U. S., 
it would be 
madness to 
attempt broad 
coverage of 
all (or most) 
in so short a 
piece; but 
there are a 
few things to 
be said about 
bank stocks in 
general and 
New York 
banks in par- 
ticular; that 
should prove 
timely and topical. So havinyg iv 
motive so ulterior as seeking a 
bank loan for ourselves, and not 
being sufficiently overcome by 
the generous impulses of the Hoh- 
day season to consent to be a co- 
maker, we plunge, unprejudiced, 
into the icy waters of bank credit, 
and the creditable earning power 
it generates. 

Nineteen hundred and fifty-six 
has been a fine year tor the 
banks, and except perhaps for 
some rather sloppy check cashing 
in a certain Illinois institution 
(the responsible officer has, I be- 
lieve, been referred to another in- 
stitution); and an over generous 
loaning policy by a Santa Claus- 
type president of a downstate 
New York bank, bank solvency, 
earning power and dividend pay- 
ments have never been so good. 
Not unlike other merchants, bank- 
ers thrive on rising prices for 
their product. And since their 
product is the ali-time world fa- 
vorite—money—the upward slant 
of interest rates (the price of 
money) in 1956 has provided new 
dynamics to bank earnings. 

Specifically, banks have been 
moving ahead in several direc- 
tions. First, for instance, the 
average interest rate on commer- 
cial loans in 1948 was 2!2%. It’s 
above 444% today. Secondly, with 
tight money and rising interest 
rates, bank loans are of better 
quality. The marginal applicant, 
corporate or individual, who 
might have been accommodated a 
couple of years ago, simply does 
not get the loan today; and the 
account ‘Reserve for Bad Debts” 


Ira U. Cobleigh 
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has thus become, in inany cases, 
a quite substantial hidden asset. 

Thirdly, banks have now 
blithely and eagerly reassumed 
their major historic economic 
function—to make loans. Back in 
1948 again, loans, as a percentage 
of bank assets in major institu- 
tions were around 30°. Today, 
for many fine banks, that percent- 
age would be 50%; and the aver- 
age would probably exceed 48%. 
Totally, commercial barks in the 
United States now nave over $160 
billion in loans and investments— 
up trom $113 billion, at the 1949 
year-end. But the important thing 
abuut this impressive advance in 
assets is that it is due completely 
to loans, which in the same time 
interval have risen from $40 bil- 
lion to over $88 billion. 

Then what about bonds’? Time 
was (in the late 30’s) when banks 
were mostly investment trusts in 
government bonds. Hasnt the 
bond market decline racked up 
Whacking losses in portfolio? 
Well, of course, there have been 
some debits here; but not as se- 
vere or as costly as you might 
have thought. Banks generally 
don’t go in heavily for long-term 
bonds; and those are naturally the 
ones showing the greatest decline. 
Shorter term issues have declined, 
and many have been sold at losses 
to create the funds for higher 
vielding commercial loans. When 
this is done, the loss comes out of 
taxable earnings and hence the 
capital funds of the bank are re- 
duced by only 48% (and _ not 
160% ) of the loss. If the securities 
are merely “written down” to 
morket, the debit appears in Net 
Earnings (but not Net Operating 
Earnings which portrays the aver- 
age of standard recurrent-type 
€arnings above normal expenses 
and taxes). This debit again is 
not as real as 1t might seem, since 
the bonds or notes may rise again: 
or be held to maturity in either 
of which cases, an actual loss may 
never be established. 

Actually, sound 
bank sheres should, for the most 
part, disregard all non-recurrent 
items, either fat. capital gains or 
losses, bookkeeping or actual. 
They tend to offset each other, 
although, over the years, in well 
managed banks, the non-recurring 
gains should prevail. 

Something, too, should be said 
about the growth of bank earn- 
ings. Lots of people have siayed 
away from bank shares under the 
impression that they (the bank 
shares, not the people) are rather 
static @arners, and meager dis- 
pensers of dividends. Such opinion 
is grievously in error. In the six 
years 1950-5, inajor metropolitan 
banks increased their net earn- 
ings by over 3312%, and their 
cash dividend distributions in 
about the same ratio. Rise in the 
market price of shares has also 
performed quite similarly. 

About dividends, bank custora 
has dictated a payout of between 
50% and 55% with some of the 
big New York banks, such as 
Guaranty Trust and New York 
Trust paying higher percentages. 
and some of the more rapidly 
growing ones, Security-First in 
Los Angeles, and Valley National 
in Arizona, paying less. (Anotner 
rapidly growing bank, Franklin 
National on Long Island has had 
a policy of paying dividends al- 
most entirely in stock.) 

' Right now, on some of the 
finest. bank stocks in America, 
you can get a 4% yield and pay 
a price of only 12)2 times earn- 
ings to get it. Nor is this 4% .all. 
There is legitimate reason in at 
least a dozen excellent major 


appraisal of 
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metropolitan banks to expect a 
dividend boost; so that the vield 
you actually buy today may, a 
year from now, be 4.20% or better. 

Traditionally, purchase of good 
bank stocks on a 4% or better 
basis has been rewarding: and 
that observation is particularly 
timely today when the available 
yield here compares favorably 
with that of the best grade utility 
and industrial shares. Moreover, 
some of the bank shares we have 
in mind have paid _ dividends, 
without a miss, for from 50 to a 
hundred years. Money never go6s 
out of style and banks don’t have 
to turn out a model every year! 
Money has always been. wired for 
sound sound expenditure and 
sound investment. 

Having ticked off some of the 
reasons why bank stocks should 
be favorably considered at this 
time, we ought now. to carry 
through on some specific sugges- 
tions. We mentioned earlher that 
we were going to cite New York 
banks—so here goes. 

For the traditionalist, we ought 
to start with J. P. Morgan & Co., 
a bank without branches, re- 
nowned for the size and elite 
character of its corporate clients, 
whether they use the deposit or 
loan facilities, or patronize the 
transfer or registrar services of 
the trust department. At 360 with 
a $10 dividend, J. .P. Morgan & 
Co. is a financial mink. Operating 
earnings, for 1956 should be 
around $25. Bank of New York 
at $280 with. an $11 dividend 
yields almost 4%. The oldest bank 
in New York, it is still one of the 
best. 

First National City Bank of 
New York is attractive by virtue 
of its $2.60 dividend on a price 
oft 70, the great potential gains of 
the merger, and the prospects of 
moving into lush surburban 
branch banking via the holding 
company route. Irving Trust in- 
gratiates itself because it is a 
liberal dividend payer, paying 
now twice as much as in 1946. 
This year earnings have advanced 
by about 23%, so that the present 
$1.60 dividend might be improved. 

Chemical Corn Exchange goes 
back to 1824 in corporate history, 
and presents a branch banking 
and management combination that 
any shareholder might admire. At 
48 with a $2 dividend, the yield 
is above 4% and the earnings 
trending up; Chase Manhattan at 
50 with a $2.40 dividend leaves 
one to wonder why he _ shouid 
Gabble in volatile industrials when 
such a good (Rockefeller manage- 
ment) bank stock is_ kicking 
around on a 4.8% yield. 

We agreed to be brief. We have 
been. Since bank credit has be- 
come desocialized; since money 
rates are high and look as if 
they’d stay that way: since on a 
yield and price earnings basis 
bank shares look neglected, we 
now go on record in favor of 
them. May you have a Happy New 
Year that you can bank on! 


White, Weld Co. Will 
Admit James Jackson 
To Firm 


BOSTON, Mass. — White. Weld 
& Co., 111 Devonshire Street, will 
admit James Jackson, Jr. to lim- 
ited partnership on January Ist. 
Mr. Jackson was formerly a part- 
ner in Townsend, Dabney & Ty- 
son. 


Hayden, Stone to 
Admit R. G. McDermott 


Hayden, Stone & Co., 25 Broad 
Street, New York City, members 
of the New York Stock Exchange, 
will admit Richard G. McDer- 
mott, member of the Exchange to 
partnership on February Ist. Mr. 
McDermott is a partner in Peter 
P. McDermott & Co. 


.. Thursday, December 27, 1956 
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Notwithstanding slight cuts in the output of automobiles, 
food products and lumber the past week, industrial production 
held at the level of the prior week; total output, however, 
moderately surpassed that of a year ago. 

Scattered labor disputes somewhat curtailed automotive out- 
put last. week. The production of cars and trucks declined frac- 
tionally, and was 4% below that of the similar 1955 week. Total 
output of passenger cars from Jan. 1 to Dec. 15 of this year 
wes 28% below that of the comparable 1955 period. Although 
truck output rose fractionally the past week, it was 11% less than 
a year ago. 

Steel mills scheduled production at 102‘. of rated capacity, 
reflecting a slight decrease from the all time high level set in 
the previous week. Output continued 7% above that of last 
year. Many-producers hired extra workers in an effort to reduce 
back!ogs of orders for steel plates, structural shapes and tubular 
goods. 

Year-to-year gains in electric power output ranged from 2% 
in the Southeast to 12% in the South Central States. Total output 
exceeded that of a year ago by 5%. 








Claims for unemployment insurance by newly laid-off work- 
ers dropped by 4,400 during the week ended Dec. 15-to 264,600, 
the Bureau of Employment Security reported. 

It added, more stable conditions in the apparel, textile and 
food processing industries, which resulted in smaller layoffs, 
were responsible. A year ago, the initial claims totaled 242,700. 

It also noted that insured unemployment went up by 29,600 to 
1,161,800 during the week ended Dec. 8. The agency said the rise 
was shared by most states and was attributed to curtailments in 
construction and other activities. A year ago the total was 1,049,500. 


The handwriting is on the wall for steel plate users. Pressure 
for speedup of oil tanker construction will channel plate from an 
already-tight market to the shipyards. A formal allocation pro- 
gram is out, but a “voluntary” system will accomplish the same 
purpose, states “The Iron Age,” naticnal metalworking weekly 
on Wednesday of this week. 

While a formal government allocation program has been 
killed, steel plate producers will have to see to it that oil tanker 
builders get the plates they need for new construction and repairs. 
This will cisrupt regular distribution of plate throughout the 
nation. Other plate users will have to tighten their belts another 
notch or so, 

Meanwhile, steel producers have lost their battle for fast 
tax writeotfs on new steel capacity. Over $2,000,000,000 worth of 
steel expansion projects are on file with Office of Defense Mobil- 
ization for fast-tax consideration, but top pelicy makers in the 
Administration have turned thumbs down, this trade weekly points 
out. 

Steel mills have made a strong pitch to Washington official- 
dom to minimize the impact of the oil tanker crisis on regular 
plate users. They are insisting that before extra plate tonnage 
are chanreled to shipyards thet steps be taken to make sure that 
other parts are available such as boiler tubes and motors; that oil 
will be available when the tankers are completec; that the tankers 
will actually be needed and that other plate users just as im- 
portant to the economy are not hamsirung. “The Iron Age” de- 
clared. 

While attention is focused on the tankers and fast-tax ques- 
tion, the steel market is building up more steam and generating a 
few old twists. For instance, the hot-rolled bar market is strong, 
but it could be stronger. The reason is that treight car builders, 
for one, are hampered by the shortage of plate and structurals, 
so they are gaging their hot-rolled bar orders on how much plate 
and structurals they get. 

Holiday production schedules cut into finished and raw steel 
output this week. Even though the mills held these losses to a 
minimum, the effect was to aggravate heavy backlogs and set 
back delivery promises for many steel users. The New Year Holi- 
day also will cut into production efficiency, concludes this trade 
authority. 


On Monday of last week the Interstate Commerce Commission 
authorized emergency increases in railroad freight rates and 
charges of 7% in eastern territory, 5% in western territory and 
5° inter-territorially between eastern, western and southern ter- 
ritories, with certain hold-downs and exceptions. 

The Commission authorized no increase on 
other protective service charges, it reported. 

Domestic car and truck production was 
week in preparation for the long holiday 
Automotive Reports” stated on Friday, last. 

Holding close to the year-ago level, passenger car production 
was counted at 152,588 the past week compared with 158,431 the 
week preceding and 150,881 in the like period of 1955. 

“Ward’s” said only Ford Motor Co.’s Ford, Mercury and 
Lincoln divisions plus Cadillac scheduled Saturday work last 
week, explaining the production decline. 

The week’s volume found General 
of the industry total, Ford Motor Co. at 32.3% and American 
Motors plus Studebaker-Packard Corp., at a combined 2.3%. The 
reduction in Saturday work pared Chrvsler Corp. to 16.8% the 
past week from 18.6% the week before, “‘Ward’s” stated. 

The statistical agency noted that low price field cars are 
making a determinec bid to hold to their near-record 1956 
model share of the auto market despite the major appearance and 
engineering changes in the medium price class. 

Ford, Plymouth, Chevrolet. Rambler and Studebaker bit off 


Continued on page 28 


refrigeration and 


pared 3.6% last 
week-end, “Ward’s 


Motors Corp. at 47.6% 
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Observations... 
By A. WILFRED MAY 


SOME SPECIAL HISTORICAL NOTES ON’ 
THE 1956 MARKET 











The stock market’s performance during this outgoing year - 


again served to | ighlight the difficulty of timing, particularly of 
“the”’ market as a whole and over the short-term; as well as the 
proclivity to rationalize ex post facto the explanation and inter- 
pretation of news to fit a prior price movement. 
At the 1955 year-end as the Dow Jones 
Average rose to close at the 12-month as well 
as all-time peak of 488, the business and mar- 
ket forecasters were quite uniformly bullish. 
Pointed to were industry’s prospective out- 


lays exemplified by General Motors’ an- 
nounced plan for $1 billion outlays for ex- 
pansion: the great public interest in the 
prospective offering of the Ford stock; ‘or- 


eign aid: and election year political spend- 
ing. At the turn of the year the National In- 
dustrial Conference Board’s Economic Forum 
on the Business Outlook concluded that 1956 
would see steadily rising activity throughout 
the year: “1956 will yield the highest economic 
activity, the largest national output and the 
greatest volume oi industrial production this nation has ever 
known.” 

The market’s ensuing action, however, obtusely surprised with 
a 27-point decline, the biggest upset in four months, during the 
new year's first 23 cays. At that time, in conformity with the 





A. Wilfred May 


market's behavior, such nasty things as profit squeeze and pros- . 


pective labor trouble supplanted high business activity in market 
comment. And, in contrast to the bullish construction. previously 
placed on the Ford offering, now with motor shares generally 
falling attention was shifted to Mr. Henry Ford’s cautioning 
words that the public’s enthusiasm for his stock was overdone. 
At times of speculative enthusiasm Wall Street is prone to regard 
as bullish such “bending over backward” statements by an 
insider. 


Double Talk on Strike News 


In its reaction to the steel strike developments the market 
confounded the forecasters and made life difficult for the inter- 
preters. Contradicting the Street’s long-standing maxim “don't 
sell on strike news,” the market in early July did decline as the 


strike was made effective. At times of market rallying during the. - 


subsequent lengthy strike, prospects for a settlement were fer- 
retted out and emphasized. And during such bullish market 
periods the strike’s benefit in cutting down excessive industry 
inventories were hailed by the market observers. 


Liking Ike—Spasmodically 
Ike too—as medical patient and nominee—bcfuddled the fore- 


casters and interpreters. During the long nerve-wracking wait for - 


his decision about running’ again the business and market com- 
munity’s faith in him was typically indicated by such’ headlines 
as “President Eisenhower’s decision to run would spur a business 
boom.” “President Eisenhower’s political intentions constitute the 
market’s most important near-term factor.’’ Thereafter, the actual 


announcement of the decision to run ‘again, made at the end of - 


February, proved: to be a loud dud marketwise, with heavy seiling 
coming in. Similarly, Ike’s reaffirmation of his candicacy on July 
12 excited no market response. 

Dealing with the final election results, market forecasting and 
comment again went awry. Throughout the vear the expectation 
was voiced that retention of the Republican Administration would 
be good for business; and the market qualms about Republican 
deflation were disposed of by one important forecaster (on June 28) 
with the reassurance that for either party “anything other than 
a full employment policy is political suicide.” When Ike’s cam- 
paign seemed to be sadly bogging down in September, the market 
fell by 11%: and constructive market action was depicted as “wait- 
ing for the ballots.” But lo, the news of Ike’s actual victory, and 
by near-record proportions, was immediately followed by a drastic 
market decline—-not an advance—lasting over three weeks and 
reflected in a 29-point drop in the Average. After the onset of 
the decline, attention was centered on such obstructions as profit- 
less prosperity and rising money costs. 

Non-Correlation 


Between Credit and Market Action 


Throughout the year the interest rate and tightening credit 
as a market influence acted non-uniformly and unpredictably. 
During the stock rise of the first five months, the major increase 
in credit cost, was ignored as a decisive factor. While the 
bearish implications of the narrowing bond stock yield differential 


were cited (as by an important Washington seminar) in the 
early part of the year, they became ignored as stocks rese to 
new highs. In fact, one leading commentator observed on April 


26, atter five increases in the rediscount rate, that this essentially 
represented a bullish situation in evidencing a business-expan- 
sionaty demand for funds by corporations and individuals. 

And constantly through the market’s strength to September 
the interest rate factor in “interpretation” was supplanted by 
bullish elements as “inflation” (‘‘Long-run inflation causes busi- 


ness cycles to become self-correcting”), end a possible Eisen- 
hower re-election. The Arthur Wiesenberger Forecasting Derby, 
in which 56% of the participating expert financial writers on 


Labor Day predicted a further market rise to the year-end from 
its D. J. 502 near peak, reflected the bullish atmosphere of that 
time. 

During the intervening short periods of decline in money rates, 
as measured by long-term Treasury Bonds, which occurred during 
May and September, the stock market actually fell. Only after 
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_ What Electronics Means to You 


By PAUL A. JUST* 
Executive Vice-President, 
Television Shares Management Corporation 


Growth of electronics as a giant $11 billion industry, fifth 
largest in U.S. is pictured, with many examples of application, 
as having an apparently limitless end, and as more than a 
science or an industry, by Television Shares Management exec- 


utive officer. Contends that if 


steel is the backbone of our 


economy, “then electronics is its nervous system and the brain 
of this highly sensitive system is the electronic computer.” 
Mr. Just outlines the role played by computer in industry, 
commerce; banking and merchandising, and opines that, in its 
initial stages, electronics’ application will result in greater 
speed, efficiency of operation, and eventually create more jobs, 
more products at lower cost, raise labor standard and 
provide greater leisure time. 


About midyear of next year, the 
eyes of people around the world 
will be turned skyward to watch 
a twentieth century miracle being 
performed. 
They will see 
the first man- 
made satellite 
encircling the 
earth at the 
stupendous 
speed of 18,- 
000 miles per 
hour in an 
orbit some 300 
miles above 
the globe’s ° 
surface. This 
sphere, repre- 
senting man’s 
first step in 
an experi- - 
mental excursion into 
travel, will be only 21 inches in 
diameter, will weigh but 20 
pounds, and will be crammed full 
of devices and equipment repre- 
senting advanced applications of 
the electronic science. 

The. answers rélating to. the 
earth’s outer atmosphere which 
will emerge from this experiment 
will, to some _ extent, unravel 
some, perhaps many, mysteries 
about the upper ether. What those 
answers will be, where they will 
lead only the scientists can guess 
since the whole subject is of a 
highly technical nature. 

But we are not to deal here in 
terms of theory or speculation, 
whether it be in relation to elec- 
tronics as a practical science or in 
relation to electronics as a field 
of investment. We have a multi- 
tude of facts on which to base any 
discussion of this highly dynamic 
field, and it is facts with which I 
am sure you are most concerned 
at this moment. 

Let us consider first how the 
facts of electronics are lined up 
to ‘present a picture of modern 
living—of our life as we know it 
today. Electronics is everywhere— 
in the open where we ¢Can see its 
application in our homes, in our 
offices, in our laboratories and in 
our factories. It is also hidden, in- 
volved in processes and produc- 
tive efforts where its presence is 
vital though publicly unnoticed. 

You have but to pick up your 
favorite newspaper or magazine 
and virtually in every issue you 
will see some item relating to 
electronics, or to its closeiy-asso- 
ciated field of mnucleonics’ or 
atomic energy. This is no accident, 
it indicates an awareness on the 
part of editors that electronics is 
news—that it is a subject, a broad 
one, which affects and ‘:nterests 
the public to a very high degree. 
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space 


Electronics Is More Than a 


Giant Industry 
If electronics is rews, as I say, 
it is so because of its prime im- 
portance in our lives. Today, the 
field of electronics is a giant, $11 


billion endeavor, the 5th largest 
industry in the United States 
employing some one and three- 


cuarter million people. Today it 
is nine times its size at the end 
of World War II but not even half 

*An address by Mr. Just befere the 


Bradexntor “iwanis Club, Bradenton, Fla., 
Dec. 4, 1956. 





its expected dimension 
hence. Further, it has reached and 
is continuing to reach into virtu- 
ally every facet of our produc- 
tive life so that describing it as 
an 
nomer. I 
ronics is 
business. 


10 years 


industry is becoming a mis- 
like to say that elec- 
just about everybory’s 


How so”? Well, let’s take a look. 
Let’s start with the home where 


the most dramatic manifestations 
of electronics have taken place or 
are about to occur. In the lead as 
a factor in altering our home life 
“has been entertainment television. 
The spectacular growth of tele- 
vision is sometimes overlooked in 
current appraisals of the growing 
up phase through which this seg- 
ment ot electronics is passing. 


Consider the fact that there 
were fewer than 10,000 sets in the 
first postwar year and that pro- 
gramming amounted to only a few 
hours daily from a handful of 
broadcasting stations. Television 
now serves some 37 million sets 
and there are more than 400 sta- 
tions presenting programs, most of 
them from early morning. to late 
at night. Consider, too, that more 
than $1 billion is being spent an- 
nually by advertisers for all types 
of television programs at the 
national and local level. This is 
about 20 times the annual volume 


of television advertising only 
seven years ago. 
The impact of portable tele- 


vision sets, in varied sizes, and to 
a lesser extent the practical in- 
troduction of color sets into this 
year’s market has kept the pot 
boiling in this segment of elec- 
tronics and both these deveclop- 
ments presage greater growth in 
the near future. Color television 
got off to a slow start in 1956, but 
will begin to hit its stride next 
year when it is confidently pre- 
dicted that some 600,000 color sets 
will be in U. S. homes. 

Further than that, new develon- 
ments in tube design and manu- 
facture; the trend toward minia- 
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turization and the compressing of 
receiver components into compact, 
space-saving units; plus more 
widespread use of printed and 
transistorized circuits, promise 
radical changes in the overall size 
of the television sets of the im- 
mediate future. If we look even 
farther, the development of elec- 
troluminescence, whereby. elec- 
trical current acts on _ certain 
materials to supply light, gives 
promise that the day of’ mural 
television—a screen hanging from 
your wall like a picture frame 
and only a few inches thick—is 
not too far off. 

But television is not the only 
denominator which divides your 
life at home into so many com- 
forting, entertaining and | work- 
saving elements. You have, of 
course, a radio — probably more 
than one, since it is estimated that 
there are some 142 million radios 
in use today—and this phase of 
electronics is still a mighty 
powerful oldster sales-wise. Last 
year, some seven million home 
radios were bought by the public 
and this year sales have been 
running about 28% higher. 

If you haven’t got one in your 
home, you’ve probably been 
thinking about a hi-fi phono- 
graph and here, too, we find a 
tremendous growth in sales. In 
1955, sales of individual phono- 
graphs, as_ distingiushed from 
those incorporated in radio and 
television sets, totaled a record 
2,200,000, more than four times 
the highest previous year, and 
1956 sales appear headed for an- 
other record. 


You probably .never think of 
perhaps the most important de- 
vice in your -home—your tele- 
phone—as a piece of electronic 
equipment. But it is, depending 
on electronics to serve you with 
speed and efficiency 24 hours a 
day. The developments here dur- 
ing recent years have magnified 
many times the value of this in- 
strument of eommunication. 
Through the magic of electronics 
—in micro-switches, relays, re- 
peaters and a host of other de- 
vices—you and your home have 
been brought closer to many more 
people and parts of the. world 
than even Alexander Graham 
Bell could have envisaged when 
he spoke the first message over 
his crude instrument some °75 
years ago. In many parts of the 
country today, telephone users 
are dialing their own long-dis- 
tance calls without the interven- 
tion of an operator to further 
speed up service over widely sep- 
arated areas ana this is possible 
only because of electronic devices. 

Beyond that, it is only a matter 
of time when your telephone will 


add sight to sound. Bell labora- 
tories has successfully demon- 
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Looking Into Canadian Economy 
And Continuing Economic Growth 


By A. C. ASHFORTH* 
President. The Torunto-Dominion Bank, Toronto 


Prominent Canadian banker doubts continuance through 1957 
of the remarkable growth rate achieved during past two years 
can be expected; depicts major task for coming year the 
maintenance of a stable dollar to assure sound economic 


growth—objectives of current 


“tight money” policy; and, in 


reviewing record 1956 growth, recommends increased immigra- 
tion in order to enlarge national output. The Toronto-Dominion 
Bank head discusses: the difficulties and importance in the 
timing of a shift in monetary policy to combat deflationary 
trends; implications to Canada of deteriorating international 


conditions ; 


need to develop more savings to finance capital 


projects; and tax reduction proposal permitting mon-assignable 
certificates for the amount of tax cut to be issued. 


Canadians of all people should 
sympathize with the desire of 
other small nations to maintain 
their independence in domestic 
iffairs. How- 
-ver, it seems 
‘Oo me, that on 

ome occa- 
sions we may 
[eo £00 @ae 
"OoWadays in 
illowing small 
nations to 
nave their 

wn way in 
natters where 
heir sover- 
signty may be 

ivolved. In 
many cases 
»hese nations 
seem to be 
.villing to act on only the narrow- 
est basis of thetr own self-inter- 
est, and seem to refuse to con- 
vider the broader interests of other 
siations. Carried to this extreme, 
7elf-determination becomes a 
snockery in which a few are al- 
lowed to entorce decisions that 
affect the welfare of all, and even 
werhaps to jeopardize their very 
uafety, without assuming responsi- 
bility for the results of their ac- 
iions. The fuez situation is only 
«ne example; there are many other 
cases in which a geographic area 
located so as to be subject to the 
rovereignty of a country is of 
great importance to other coun- 
iries as well, for perfectly legiti- 
‘nate reasons. In some cases these 
1.ey areas are navigable water- 
ways, in others they are land 
areas. Some are important as trade 
*Outes, others for defensive rea- 
ons. We have made some prog- 
#ess towards solving the problems 
concerned in a way that will pro- 
tect the interests of all parties, but 
ihe present crisis shows that we 
utill have a long way to go. 

We see an entirely different sort 
of problem in Hungary. Here in 
recent weeks the common people 
hiave staged a heroic revolt against 
the ruthless military tyranny un- 
der which they have been held. 
(Courage of this kind sends a thrill 
through us, even as we weep over 
the bloody reprisal it has entailed. 
‘Chis and other events in Eastern 
Murope lend hove that Russia’s 
4rip On its satellites may soon be 
foosened. We can not be sure, 
however, and indeed there remains 
ihe very real danger that the 
Communist leaders will bring the 
whole world down in the ruins of 
a third global war as a last des- 
werate measure if they find they 
are unable to retain their control 
vver those they have subjugated. 

Many of us had hoped that the 
United Nations would prove ef- 
sective in dealing with crises such 
as this. So far this hope has been 
«lisapnointing. One consequence of 
that failure is the present unfor- 
tunate divisions within the West- 
ern community of nations, over 
suez policy. Collective action 
could not be mobilized, and inde- 
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pendent action by Britain and 
France has bogged down in inter- 
national discord. . 

but let us turn from the politi- 
cal aspects of the situation to the 
economic. For Canadian business, 
the deterioration in the interna- 
tional situation has broad impli- 
cations. One thing is certain, the 
present crisis could significantly 
alter the business situation, though 
the nature and size of the impact 
cannot be determined at this time. 
Serious economic repercussions 
are already being felt in Europe 
as a result of the blockade of the 
Suez Canal. The economies of 
Western European countries are 
dependent on oil from the Middle 
East. A slow-down in production 
is inevitable. The fires of infla- 
tion will be fanned. A dollar cri- 
sis will recur. In these circum- 
stances it will be surprising if the 
pattern of international trade is 
not altered. Scarce dollars are 
likely to be diverted to the pur- 
chase of all important oil supplies. 
Thus, Canada’s exports to Euro- 
pean markets may be adversely 
affected. 

It now seems apparent that the 
Russian sphere of intluence has 
been broadened to include at least 
part of the Middle East. This, to- 
gether with a revival of the cold 
war, means that the day when 
money for defense can be diverted 
to more useful purposes is post- 
poned indefinitely. The danger of 
a maior war between Russia and 
the free nations of the world does 
not appear imminent but it is ap- 
parent that the price of freedom 
in today’s world is vigilance and 
preparedness. Thus. a further rise 
in defense expenditures may be 
unavoidable. 

Canada has no desire to benefit 
from another country’s misfortune, 
but the Suez situation is not. of 
our makipg. One sector of the 
Canadian economy that is likely 
to gain is the oil industry of West- 
ern Canada. With the oilfields of 
the Middle East in jeopardy the 
large oil companies are certain to 
speed mp their exploration and de- 
velopment work in Western Can- 
ada. Furthermore, a broadening 
market for Canadian oil on the 
Pacific Coast is already apparent. 
The increase in tanker rates has 
improved the market prospects for 
Canadian crude. 

Canada is a fortunate nation. 
As 1956 draws to a close we are 
again in a position to look back on 
our achievements with pride and 
satisfaction. Once, again, the dy- 
namic character of the Canadian 
economy has been demenstrated. 


It has been another record ‘year. 


This is in line with our expecta- 
tions a year ago, but we ‘have 
achieved more than we thought 
possible a year ago. There has 
been a further gain in the stand- 
ard of living. More Canadians are 
at work than ever before and the 
number of persons out of work 
and seeking jobs is at a minimum. 
Briefly, a condition of full em- 
ployment prevails. 

Twelve months ago, in describ- 
ing business conditions in 1955, I 
remarked that Canadians had 
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“produced more, imported more, 
exported more, earned more, con- 
sumed more, borrowed more, 
saved more and invested more 
than in-any previous year.’ That 
statement applies with equal force 
to 1956. 

Preliminary data indicate that 
gross national product for the year 
will be equivalent to $29.5 billion, 
an increase of more. than 10%. 
This is a slightly higher rate of 
increase than recorded in 1955. 
But dollar figures can be mislead- 
ing. Prices in 1955 were relatively 
stable whereas 1956 has been a 
period of rising prices. Probably 
more than a third of the increase 
in the dollar value of the gross 
national product this year has 
been due to higher prices. Thus, 
in real terms we did not make as 
much progress in 1956 as in 1955. 

A high level of business activity 
with inflationary pressures con- 
stantly present has characterized 
the Canadian economy over the 
past 12 months. Not all industries 
have shared equally in the growing 
prosperity but over-all production 
is at, or approaching, the limits 
set by manpower, materials and 
plant capacity. The scarcity of 
skilled labor is particularly acute 
and it would appear that further 
growth in national output can only 
be achieved through increased 
productivity and enlargement oi 
the working force. The latter 
points up the desirability of ex- 
panding the flow of immigrants 
into Canada and we are happy to 
see the Government accelerating 
its activities in this respect. 

Continuance through 1957 of 
the remarkable rate of growth 
achieved during the past two years 
cannot be expected. Our resources 
are already strained to the limit 
and a rate of expansion equal to 
that of the past two years would 
increase inflationarv pressures and 
the threat to stability which al- 
ready exists. 

Economic forecasting is a haz- 
ardous occupation at any time and 
this is certainly true at present in 
view of the unsettled international 
situation. Assuming a speedy and 
peaceful settlement in the Middle 
East crisis, the outlook for 1957 is 
favorable. Personal incomes con- 
tinue upward and consumers re- 
main in a confident spending 
mood. Some disturbance of our 
export trade is possible, but the 
expectation is that our shinments 
abroad will remain at a high level. 
As for capital investment,-indica- 
tions are that it will continue to 
strain our resources—both phvysi- 
cal and financial. Capital expend- 
iture intentions at mid-1956 were 
estimated at $8 billion but actual 
outlays will fall short of that fig- 
ure to perhaps $7'% billion. There 
will be a large carrvover into 1957 
and big new nrojects are on the 
planning boards. 

As we enter 1957 the maior task 
contronting Canadians is the main- 
tenance of a stable dollar and 
sound economic growth. These 
two objectives, it seems to me, go 
hand in hand. Without a stable 
dollar, sound economic growth is 
not possible. Achievement of these 
two objectives is the voal of the 
tight money policv about which 
there is so much discussion. 

Three vears a%o we were ?fraid 
of deflation. Today. inflation 
rather than a depression is the 
main threat to economic: stability. 
Both inflation and deflation are 
sorrethine to be resisted but one 
of -the problems is that everyone 
wants to-pvoid -deflation while 
many vreovle seem to. like infla- 
tion. Their foneness for inflation 
is revealed in their resistance to 
measures designed to contain 
flationary pressures. Jt is only 
natural that there should be com- 
plaints about tight money from 
those whose plans for expansion 
are hampered. We are all human. 
Self-interest is a very human trait 
but our first concern should be 
the welfare of the community as 
a whole. To put it boldly—infla- 


ine 


-printine of money. 


tion should be everybody’s busi- 
ness. 

Students of economic history are 
well aware that inflation usually 
generates deflation. To put it an- 
other way, a bust usually follows 
a boom and the bigger the boom, 
the bigger the bust. This is a les- 
son of history we should not for- 
get. 

Considerable misunderstanding 
exists about what the Bank of 
Canada _is doing and the purpose 
of monetary policy in the present 
situation. Its primary purpose is 
to stretch out the boom—to con- 
trol the business cycle—as a means 
of ensuring economic stability. 

For the misunderstanding that 
does exist the Bank of Canada 
must bear a large measure of re- 
sponsibility. It had done little or 
nothing to tell its story ‘to the 
public and to win the cooperation 
of the business community. Yet, 
understanding, cooperation and re- 
straint on the part of all sections 
of the country is essential. Gov- 
ernments at ali levels need to set 
an example by eliminating all un- 
necessary spending. Business 
should make a concerted effort to 
keep its costs and prices down. 
Labor should keep its wage de- 
mands on a realistic basis, espe- 
cially as there is some evidence 
that recent wage increases have 
been greater than any rise in pro- 
ductivity has justified. 

There is an impression abroad 
that the only obstacle to a con- 
tinuing rapid rate of expansion 
are the financial restraints of a 
tight money policy. The physical 
limitations are just as great. In 
fact. tight money is a reflection of 
a tight supply situation in some 
meterials and labor in particular. 

It cannot be emphasized too 
strongly that the present tight 
money situation does not arise 
from a contraction of the money 
supply or of credit. The sunply of 
money is about the same as a year 
ago. Bank loans are substantially 
higher. Central bank policy has 
been directed toward maintaining 
the volume of money at the same 
level. as a year ago and restreining 
any exvansion of credit. With de- 
mand for investment funds rising 
sharply, this has- resulted in the 
money market tightening itself. 

It seems to me there are three 
courses onen to us—the present 
tight money situation, an infla- 
tionary expansion of crecit. or the 
There can be 
no doubt as to which is the most 
desirable wnder existing circum- 
stances. With the economy oner- 
ating at full canacity an increase 
in the monev supvlv would result 
in hicher prices and have little or 
no effect on actual production. 

The policy of the monetary a- 
thorities has been. receiving a'l 
the- blame, if it ean be called that. 
for the rise in the cost of borrow- 
ings. An inteeest rate is a nrice— 
the price of money, and rrices are 
governed hv the law of. sim lv 
and demand. At the momert. the 
demand for monev is ¢reatly in 
evcess of the sunnlv. All the Ber'x 
of Cenada has done is to vermit 
the forces of a free market to 
exvress themselves .in interest 
rates. For years, it ke*t interest 
rates -down bv exnandins the 
monev cupnlv. To have continued 
thie policv in the circumsterces of 
1956 would have been a violation 
of its statutory duty. 

Present indications are that 
ywoney will continue to be tight 
in the months immediately ahead, 
Despite the rise in interest rates 
and the international situation, in- 
vestment intentions continue ona 
high platean and the demand for 
funds continues strong. There is 
a rossibilitv that monev will be- 
eonse even tighter than it hes been. 
During the past 12 months the 
chartered banks made additional 
lo2=n funds available through the 
sale of government bonds. But 
bond holdinys have heen. reduced 
to a point where further sales >re 
most unlikelv. As against this, 
there are indications that the pol- 
icy of credit restraint is increasing 
in effectiveness and this may bring 


about a better. relationship’ be- 
tween the supply and demand for 
funds. 

Overall, much more bank credit 
has been available to Canadian 
business in 1956 than in 1955. Call 
and current loans in Canada of 
the chartered banks were $775 
million higher at the end of Oc- 
tober, than a year ago, most of the 
increase occurring in the first half 
of the year. 

Commercial loans have leveled 
off in recent months and the de- 
mand for bank credit seems to 
have. eased somewhat. This, of 
course, raises the question whether 
there is need to impose additional 
measures of restraint at the pres 
ent time. ' 

The months which lie ahead 
May prove to be a real test for 
monetary management. The tim- 
ing of a shift in monetary policy 
to resist any deflationary trends 
which might develop is of prime 
importance. Past experience would 
indicate that our timing has not 
been too acurate. It can be argued 
that easy money policies were car- 
ried On too long and too far when 
the boom was gaining momentum. 
Then again, it is apparent that 
shifts in monetary policy do not 
have an immediate impact on the 
level of economic activitv. There 
is a lag. Thus, the authorities need 
to keep very close watch on.the 
money market and business trends 
in the months immediately ahead. 

New residential construction is 
one field in which tight money is 
having an obvious effect. Housing 
starts are down this year and a 
further decline is in prospect. for 
1957. 

The over-all! scarcity of lendable 
funds is not the only factor af- 
fecting new residential construc- 
tion. A high proportion of all new 
housing starts in recent years has 
been financed by National Hous- 
ing Act loans. At the present time 
funds are being diverted from 
N.H.A. loans because the yield on 
N.H.A. mortgages is out of line 
with the market. 

When the insured plan for 
N.H.A. leans came into effect the 
hove was that a secondarv market 
would develov for N.H.A. mort- 
gages. The evistins rate is not 
conducive to this. Pension plans 
and other investors are not inter- 
ested in purchasing 515% mort- 
gages in the present market except 
at a discount. 

While tight monev and the 
N.H.A. interest rate have contrib- 
uted to the decline in housing 
starts. thev are not the only -fac- 
tors. The high cost of land and the 
Jack of serviced 'and have had an 
adverse -effect. There is also the 
cuestion of housine demand, >Re- 
liable data in resnect to the de- 
mand for housing are notavailable. 
However, we do know that hous- 
ing completions in recent. yvears 
have been substantial!v in excess 
of familv formations. This is bound 
to affect demand 2d verselv. 

If and when capital investment 
levels off some measures may be 
necessarv to encourage hosing 
construction. Further liheraliza- 
tion of mortgage terms would seem 
undesirable. Perhaps a plan of 
insured merteages for. evisting 
dwellings, similar to the N.H.A. 
mortgages. for construction, 
would be cesirable. There is no 
findamerntal reason whv the buyer 
of a pew house should have avail- 
able to him better terms than the 
ruver of a cand evistines dwelling. 
The nresent ciscri™'* nation acsinst 
purchasers of evicting dwellings 
results in distortions in the hous- 
ing market. A olen of higher per- 
centage insred morteages for ex- 
isting dwellings would broaden 
the housing market. 

In a little over two veers the 
banks have built »» a portfolio of 
nearly ¢500 million in N.H.A. 
mort¢ages—a very commendable 
record, Powever. there is 9 prac- 
tical limit to the amount of mort- 
gages which the chartered banks 
may be expected to carrv. With 
the great demand for other types 
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_ Aiding the American Investor 
With a Better Invzstment Climate 


By KEITH FUNSTON* 
President, New York Stock Exchanze 


Predicting stock financing level is likely to jump 30% over 
last year to a new all-high of about $3.5 billion, New York 
Stock Exchange head proposes a basic tax program to help 
close the equity gap between that now being raised and future 
‘need of annaal $6 billion average. Mr. Funstan outlines tax 
suggestions to stimulate such investment and break the dead- 
lock between vital capital need and repressive taxes, and takes 
note of: (1) ample precedent recognizing-the concept of tax- 
deferred treatment of capital gains fully reinvested; (2) 
46 countries that do not impose capital gains penalties on the 
public’s profits; and $200 billion of unrealized capital gains 
that is to a great extent potential growth money that’s locked-in 


. We Americans have always 
been preoccupied with tre future 
—probably because it has never 
disappointed us when it arrived. 
Today,abright 
economic fu - 
ture is on the 
drawing 
boards. But 
there is one 
important as- 
pect of it that 
has been over- 
looked —even 
ignored, that 
I should like 
to talk with 
you about. It 
is the investor, 
the fellow on 
whom, in large 
measure, all 
the rest depends. It is natural, I 
suppose, that at the Stock Ex- 
change we should be particularly 
concerned about the investor. We 
have, of course, accumulated a 
wealth of data concerning him. 
We know how many millions of 
people he represents, where he 
lives, what kind of a job he holds, 
and how much he earns. 

At the same time, it’s clear that 
the significance of the investor’s 
economic contribution is not suf- 
ficiently appreciated, and that his 
problems seem to be of relatively 
little concern to others. In short, 
we acknowledge the investor’s ex- 
istence. But no one seems to be 
very worried about him. 

The situation is not unlike that 
in which Noro Morales, the band- 
leader, found himself some years 
ago. He was a siruggling young 
unknown. Worried by his ano- 
nymity, he hired a publicity man 
to noise his name about. Weeks 
went-by, apparently without re- 
sults. When he complained, the 
publicity man said, “Don’t worry, 
Noro. Everybody’s talking about 
you.” Then, more weeks passed. 
Morales couldn’t find a line in any 
of the columns. The trade papers 
ignored him. He called again. 
“Don’t worry, Noro,’ he _ press 
agent said. “‘Everybody’s talking 
about you. Everybody.” “I know,” 
said Morales, exasperated. “But 
what are they saying?” The pub- 
licity man paused. “Why,” he 
blurted out: “They’re saying: 
‘Whatever happened to Noro 
Morales?’ ” 

Well, it is vitally important, as 
we face up to tomorrow, ‘that we 
don’t find ourselves asking, “What- 
ever happened to the Amer- 
ican investor?” The nation today 
is on the verge of advances 
greater than any we have known. 
But such advances are likely to 
make unparalleled demands—not 
only on our resources and in- 
genuity, but also on our invest- 
ment philosophy as well. There 
are two striking facts about our 
economic future to consider. The 
first is that the challenge is im- 
mediate the yeers from now 
through 1965: the second is that 
its dimensions are ours to decide. 

We enjoy, at present, a Gross 
National Product of over $400 bil- 
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lion a year. But by 1965, accord- 
ing .o government estimates, this 
figure can be expected ta rise 
another 30% to $535 billion. Or, 
if you prefer, there is Dr. Arthur 
Burns’ recent, even more optimis- 
iic @s:\imate: $600 billion. 

he impact of this new output 
on our already high living stand- 
ard — assuming relatively stable 
prices — will be both staggering 
and munificient. The ability to 
absorb an additional $200 billion 
worth of goods will be reflected 
at every level of our personal 
needs and wants. For the average 
iamiiy, it will very likely mean 
an after tax income of over $7,500 
a year. It will mean a bigger 
house with an extra room on a 
larger lot: a second car for the 
family that now has one: better 
food cooked on a more efficient 
range; and more children and 
better communities to live in. 


How Do We Make it Happen? The 
Need for Growth Capital—$360 
Billion of it—Comes First. It is 
Enormous and Must be Met 


Like all things of value, this 
future has a price tag. It reads: 
360 billion dollars. This is the 
amount of capital American cor- 
porations will have to raise — the 
financial energy they must gen- 
erate — to acquire just the plant 
capacity needed to meet 1965 
goals. 

Of this $360 billion, some $60 
billion should be raised through 
the sale of new stock. This is an 
average of $6 billion a year over 
the next decade, if our future is 
to be financed soundly. You might 
well wonder, where will this kind 
of money come from? Well, insti- 
tutional investors can be expected 
to supply about half of it. But the 
remaining $30 billion should come 
directly from us, the American 
people. And this represents a 
hitherto unknown scale of direct 
individual investments in equity 
securities that is in common 
stocks. It is fully three times the 
rate of recent years. 

It would be a great disservice, I 
think, to describe this equity tar- 
get as anything but a difficult and 
monumental undertaking. But as 
Gerald Johnson, a shrewd observ- 
er of the American scene once 
commented: “What we need is not 
a flatterer who tells the American 
citizen what a wonderful fellow 
he is and what a wonderful thing 
it is to be an American. What we 
need is a challenger who will tell 
him what a difficult and danger- 
ous thing it is to be an American, 
for the American doctrine was de- 
vised by brave men for brave 
men.” 

I have been told, many times: by 
many people, that our cominon 
stock goal cannot be reached. I 
prefer to think this is another area 
in which we have the opportunity 
to confound the nessimists and ex- 
ceed, as we have: so often in the 
past, the most -perceptive esti- 
mates of the optimists. 

For we have the potential. We 
have seen it demonstrated this 
year. The 1956 volume of net new 
stock issues will probably show a 


jump of some 30% over last year 
— from $2.7 billion to an all-time 
high of about $3.5 billion. Here 
is a firm indication to business- 
men like yourselves that we re- 
main a venturesome nation able 
to market a rising volume of 
stock issues. But it also empha- 
sizes the gap between what we are 
raising today — some $3.5 billion 
— and our goal in the years ahead 
— an annual average of $6 billion. 
Closing the equity gap will un- 
questionably require an enormous 
effort. But there is a base to build 
on. It consists of the 8.6 million 
individuals who own stoek in 
publicly-held corporations. Their 
number has jumped 33% in the 
last four years. Over one million 
people joined the _ stockholder 
ranks last year. Today they in- 
clude one out of every 12 adults 
and one out of 10 if we include 
those who own shares in private 
corporations. They number more 
women then men. They engage in 
every business and_ profession 
and come from every walk of life. 
Two-thirds of them have incomes 
under $7,500 a year. They prove 
that shareownership is no longer 
the privilege of a financial elite. 
The wealthy few are, in fact, be- 
ing replaced by what is quite 
literally a People’s Capitalism. 


Enough People Have Enough 
Dollars to Supply Needed Equi- 
ty Funds: They Require a 
Healthy Investment Climate 
That Encourages Them to 
Venture 


While undoubtedly the Amer- 
ican people are not saving as 
much money as they should, even 
so it is easy enough to prove that 
they have more than enough 
funds to supply the equity dollars 
our expansion demands. More- 
over, they have those dollars in 
a liquid form that makes it un- 
necessary to disturb their govern- 
ment bonds, their checking ac- 
counts, or the cash with which 
they meet day-to-day expenses. 
If, for instance, the nation’s aver- 
age adult population between now 
and 1965 were to put aside just 8 
cents a day for stock investments 
— less than the price of a tele- 
phone call — the $30 billion total 
desired from individual investors 
could be met. 

Realistically, of course, there 
are specific groups we must look 
to for the bulk of our equity 


needs. But in the middle and 
upper income ranges’ investors 
should not prove hard to find. Of 
the 10.4 million adults now earn- 
lOve tuan $/,900 some 7.5 
muilion—including millions in the 
business and professional ranks— 
do not own stock. Thus, the need 
is not so much for dollars as for 
people willing to venture them. 

How, then, are they to be per- 
suaded to join the nation’s stock- 
holder family — assuming, of 
course, that industry itself can be 
persuaded to finance a greater 
share of its growth by issuing 
stocks. Investors cannot be per- 
suaded by eloquence or by promo- 
tional gimmicks. Nor will they be 
moved solely because the pros- 
pects for the future seem tempt- 
ing. No, they will invest in stocks 
only when they have solid reason 
to feel the climate for investing 
is right. 

Well, 1965 is not very far off. 
The time for creating the riguit 
climate is now. 

At the stock Exchange. within 
our own area of responsibility, we 
are doing a great deal to establish 
such a healthy atmosphere. We 
have the conviction that our 
chief weather-making duty is to 
insure the continuance of a mar- 
ket that is honest, open and above 
board, and of a membership which 
is of unimpeachable integrity. 
Going further, we have conduct- 
ed, in recent years, an educational 
program which has made _ sub- 
stantial headway in spelling out 
the opportunities, risks end re- 
wards of shareownership, end in 
dispelling many of the fears that 
once attached to stock invest- 
ments. As part of our program. 
we have helped develop and en- 
courage such investment tech- 
niques as the successful Monthly 
Investment Plan, a_ simplified 
method of giving stocks to chil- 
dren, and the growing number of 
Investment Clubs. These put 
share-ownership within the prac- 
tical reach of millions. But we 
have recognized, of course, that 
dramatizing investment opportu- 
nities is not enough. 

Our responsibilities cannot end 
there. And so, for years, through 
a massive educational campaign 
we have cautioned and counseled 
the public, emphasizing the yard- 
sticks that should guide investors. 
We have stressed that people must 
understand the risks as well as 
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the gains that accompany share- 
ownership, and tailor those risk’: 
to what they can afford. We hav 

explained that a steady income, 
cash reserves and_ protection 
against the unexpected shou!# 
precede shareownership. And we: 
have pointed out the urgency ©: 
getting the facts, sceking goosl 
advice from a reputable broker 
and staying avay from tips ani 
get-rich-quick schemes. Out 0o+ 
this educational effort, we at 
convinced, will come _ the be} 
protection the investor can obta?. 
against con men and gyp artis*s 
It is one of the unpleasant fac 

of life that a few sharp promote “s 
still operate on the fringes of th™ 
financial community, beyond t* 

jurisdiction of the Exchange ar*' 
the rigid rules that govern Ov: 
members. For years we_ havs- 
helped to expose them. We w. t 
continue to do so. 

The Exchange, however, co” 
trols only part of the investmers 
climate. We operate under, b . 
cannot establish, the over-#'4 
terms and conditions of inves: - 
ment policy. These are determine ! 
to a very large extent by govern 
ment. And it can be said in ths 
connection that for a venture-- 
some nation, built on risk capité'. 
the investment climate toda,. 
particularly as it concerns taxe.’, 
imposes some awesome burdens 
on the investing public—and ou 
the nation’s capacity for growt.’. 


Three Impressions From Europ » 


Five weeks ago I returned fro~s 
a European trip to seven countric + 
and I should like to mention thre: 
strong impressions that still r > 
main with me. The first is th .< 
European businessmen are no le:*s 
concerned than we over the fa’ 
that too frequently befalls privat = 
investments abroad. This is, o» 
course, a broad subject, uppermos: 
in our minds now. It is not on 
that I can cover here. But 
speaking of the investment climat * 
it is important, I feel, to urge our 
government, in its foreign rela- 
tions, and through the Unite t 
Nations, to insist that whiil= 
America recognizes the rights of 
nations to control their own re-- 
sources, this principle must not b° 
wielded like an axe. It must no: 
be used to violate the sanctity c# 
business contracts, or jeopardiz : 
private foreign investments mads 
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The undersigned represented the Company in negotiating contracts for the purchase of these Bonds by 


certain institutions. The Bounds are not offered for sale, and this advertisemeut 


appears as a matter of record only, 


$10,000,000* 





December 21, 1956 








part of the remaining $5,000,000 may be sald on or hel 


BRANIFF AIRWAYS, Incorporated 


434% Equipment Mortgage Sinking Fund Bonds 


due July 1, 1976 


*Of this amount. $15,000,000 will he sold by the Company not later than June 
28 1957 and an additional $20,000,000 not later than April 





EF. EBERSTADT & Co. 
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28, 1961. All or 
April 28, 1961. 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Atemic Letter (No. 23)—-Comments on additional Canadian 
uranium contracts, atomic merchant ship program, progress 
in atomic chemistry with items on Westinghouse, El Paso 
Natural Gas. American Machine and Foundry, Foote Mineral 
Company 2nd Newport News Shipbuilding and Drydock Co. 
—Atomic Development Mutual Fund, Inc., Dept. C. 1033 
Thirtieth Street, N. W., Washington 7, D. C. 


Barnham View — Monthly investment letter — Burnham 
Company, 15 Broad Street, New York 
able is current Foreign Letter. 


and 
5, N. Y. Also avail- 


Carpet Industry- 
D. Little, Inc., 


3Zulletin”—Arthur 
New York 17, N. Y. 


Discussion in ‘‘'ndustrial 
420 Lexington Avenue, 


Companies Paying Stock Dividends—Circular—Moore, Leonard 
& Lynch, Union Trust Building, Pittsburgh 19, Pa. 


Florida——Comparative analysis of all county-wide special] tax 
Schoo! District No. 1 Bonds—B. J Van Ingen & Co., Inc., 
57 William Stieet, New York 5, N. Y. 


57 Stocks for °57—Selected Stanley 
Pine Street, New York 5, 


list 
ae & 


Heller & Co., 30 


Japanese Stocks — Current information — Yamaichi Securities 


Co., Ltd., 111 Broadway, New York 7, N. Y. 


Latin American Iron & 
tan Bank, 1% 


Steel— Brochure—The 
Pine Street, New York 


Chase Manhet- 
is ae med 


New York State School District Bonds—Study—Blair & Co. 
Incorporated, 44 Wall Street, New York 35, N. Y. 


’ 


1957 Profit—List of selected securities for capital appreciation 
—Peter P. McDermott & Co., 44 Wall Street, New York 5, 
New York. 


Over-the-Counter Index—Fclder showing an up-to-date- com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Int., 46 Front Street, New 
York 4, N. Y. 


Pocket Guide for Today’s Investor—Pamphlet containing lists 
of selected securities tor income, growth and trading— 
Harris, Upham & Co., 14 Wall Street, New York 5, N. Y. 


Allis Chalmers Manufacturing Co.—Analysis—Laird, 
& Meeds, 120 Broadway, New York 5, N. Y. 


Anschutz Drilling —Report—General Investing Corp., 80 Wall 
Street, New York 5, N. Y. 


British Petroleum a i i 
Broadway. New York 6, N. Y. 


Brunswick-Balke-Collender—Report—Bache & Co., 
Street, New York 5, N. Y. Also available is 
American Potash & Chemical. 


Central Fibre Products Co.—Memorandum—G. H. 
Co., 503 Locust St., St. Louis 2, Mo. 


Christiana Securities Co.—BPul'etin—Laird, 
120 Broadway, New York 5, N. Y. 


Clary Corporation—Bulletin—De Witt Conklin Organization, 
100 Broadway, New York 5, N. Y. Also available is a bul- 
Jetir. on Micromatic Hone Corp. and on Fibreboard Paper 
Products Corp. 


Bissell 


a Co,, 215 


36 Wall 
a bulletin on 


Walker & 


Bissell & Meeds, 


Fifteen Oil Company—Analysis—Underwood, Neuhaus & Co., 
Inc., 724 Travis Street, Houston 2, Texas. 

General American Oil Company of Texas—.\nalysis—Winslow, 
Cohu & Stetson, 26 Broadway, New York 4, N. Y. 
Jack & Heintz Inc.—Memorandum—Ross, Borton & Co., 

Euclid Avenue, Cleveland 15, Ohio. 
Kerr McGhee Oi) Co. — Memorandum — 
120 Broadway, New York 5, N. Y. 
Knox Corporation—Analysis—Unlisted Trading Dept., 
Ira Haupt & Co. 111 Broadway, New 
Maine Turnpike—-Bulletin—Tripp & Co. 
New York 5 N. Y. 


1910 
McDonneil & Co., 


Rm. 707, 
York ¢, N. Y. 


, Inc., 40 Wal) Street, 
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Seasons Greetings 
and 


Best Wishes 
to All 


TROSTER, SINGER & Co 


Ace tatatatatate bata tavatatateten ta teeta te bel, 


McLouth Steel Corporation- 
porated, 225 East 
available are analyses of 
Carbon Company, 
and the 


Northrop Aircraft- 
Street, New 


Analysis 
Mason Streei, 
American Marietta Company, 
Wisconsin Power and 
Froedtert Corporation. 


Datea—Bruns, 


York 5, N. Y¥. Also-in 


-Loewi & Co. 
Milwaukee 2, Wis. 


Incor- 

Also 
Speer 
Light Company, 


& Co., 52 Wall 
some bulletin are 


Nordeman 
the 


data on Campbell Chibougamou Mines, and South Carolina 


Llectric & Gas. 


Northwestern Steel & Wire Co. 


O'Connor & Cc., 


35 South La Salle Street, 


Memorandum — Doyle, 
Chicago 3, Hil. 


Producing Properties Inc.—Memorandum—Rauscher, Pierce & 


io. 
San 
ties Corporation, 


Mercantile 


Sunstrand Machine Tool Co.—Memorandum—Bacon, 
125 South La Salle Street, Chicago 3, 


= -Co., 
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3ank Building, Dallas 1, 


Juan Racing Association, 
92 Broadwey, 


Texas. 
Inc.—Report—Hunter Securi- 
New York 4, N. Y. 
Whipple 
Til. 


Observations .. « 


the Elections in early November did the interest rate’s rise act 
as an effective correlative stock market factor. 


Self-Centradictory Interpretations of Suez 


The Suez and 
the war factor, 
ishly. 
tions military 
the “obviously unsettling” 
stressed. 


general Middle East crises, as are typical with 
were successively interpreted bullishly and bear- 
On tne one hand during the August to November fluctua- 
spenaing and the 
were stressed, and on the other, 


attributes 
market declines, 


general inflationary 
midst or after 


connotations of international crisis were 


Death of a Seasonal Tradition 


Traditionally regarded as 


plus-sign 


Santa welcomers, the 


retail sector of the stock list during the last quarter of this year 


registered a steady 
this in the face 


So again we see that only the “time-less” 


decline without worthwhile recovery. 
ot news of satisfactory 


And 
sales achievement. 


appraisal of the 


value of individual issues constitutes a feasible investing method! 





COMING 
EVENTS 


In Invéstment Field 





Jan. 10, 1957 (Philadelphia, Pa.) 
Philadelphia Securities Associa- 
tion annual meeting at the Bar- 


clay Hotel. 
Jan. 14-16, 1957 (Chicago, Il.) 


American. Bankers Association 
Sth National Credit Conference. 


Jan. 18, 1957 (Baltimore, Md.) 


Baltimore Security Traders As- 
Mid- 
Winter Dinner at the Seuthern 


sociation 22nd. Annual 


Hotel. 


Jan. 28, 1956 (Chicago, Il.) 
Bond Traders Chub of 
annual winter party 
Sheraton Hotel. 


at 


March 8, 1957 (Toronto, Canada) 
Toronto Bond ‘Traders’ Associ- 
ation 25th dnniversary ‘dinner 


at the King Edward Hotel. 
Mar. 18-20, 1957 (Chicago, Hl.) 


American Bankers Association 
lith National Instalment Credit 


Conference. 


April 21-23, 1957 (Dallas, Tex.) 
Texas Group of 
Bankers Association 


Hotel. 


May 8-11, 1957 (White Sulphur 
Springs, Va.) 


Investment Bankers Association 
Spring meeting at the Green- 


brier Hotel. 


Chicago 
the 


Investment 
annual 
meeting at the Statler Hiltop 
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Sept. 25-27, 
Cal.) 
Investment Bankers Association 
Fall Meeting at Santa Barbara 
Biltmore. 


Nov. 3-6, 1957 (Hot Springs, Va.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Homestead. 


Dec. 1-6, 1957 (Hollywood Beach, 
Fla.) 
Investment Bankers Association 
Annual Convention at Holly- 
wood Beach Hotel. 


Oct. 29-Nov. 3, 1958 
Springs, Colo.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Broadmoor. 


Hutton Adds Three 


(Special to Tur Financia, CHRONICLE) 
LOS ANGELES, Calif. — John 
H. Kaufman, Jack H. Sederlund, 
Jr. and Earl H. Steiniger have 
become associated with E. F. Hut- 
ton & Company, 623 South Spring 
Street. 


1957 (Santa Barbara, 


(Colorado 


Joins J. Logan 
(Special to Tue Financiat CHRONICLE) 
LOS ANGELES, Calif.—Phillip 
Mael has become connected with 
J. Logan & Co., 2115 Beverly 
Boulevard. He was formerly with 
California Investors. 


Walter Perry Opens 
SOUTHPORT, Conn. — Walter 
Perry III is conducting a securi- 
ties business from offices at West- 
way Road. 


Financial Chronicle .. 


. Thursday, December 27, 1956 


“World Bank” to Offer 
$100,900,000 of Bonds 


The International Bank for Re- 
construction and Develooment 
proposes to make an offering of 
$100,000,000 20-year bonds dur- 
ing the month of January, Eugene 
R. Black, President, announced 
(Dec. 27). The issue will be sold 
through a nationwide underwrit- 
ing group under the joint man- 
agement of Morgan Stanley & Co. 
and The First Beston Corp. 

It is expected that the offering 
will be made between Jan. 9 and 
Jan. 15, and that the yield should 
be between 4.30% and 4.40% to 
maturity. 

Several features will be incor- 
porated in the new offering de- 
signed to meet operating practices 
of the World Bank and current 
market conditions. 

Since disbursements on loans 
granted by the bank are usually 
made over a period of several 
vears, the bank, in addition to of- 
fering bonds for regular delivery, 
will extend to certain institutional 
purchasers of bonds of this new 
issue the privilege of making de- 
layed payments giving them a 
selection of delivery dates be- 
tween April 1, 1957 and Oct. 1, 
1959. This arrangement is ex- 
pected to serve the dual purpose 
of coordinating a portion of the 
bank’s borrowings with its dis- 
bursements and of making it pos- 
sible for purchasers to arrange 
their payments to suit their indi- 
vidual preferences in the light of 
their own projected cash positions. 

The bonds will be non-redeem- 
able prior to Jan. 1, 1967. During 
the 10-year period 1957-1966 when 
the bonds will be non-redeemable 
a purchase fund comprised of— 
equal monthly amounts aggregat- 
ing 5% per annum will operate to 
purchase bonds available in the 
open market at prices un to 100% 
and accrued interest. Beginning 
in the middle of 1967 a mandatory 
sinking fund will be in effect 
which will retire $5,000,000 of the 
bonds in each year to maturity. 


Gartman, Rose to 
Admit |. G. Kaufmann 


Gartman, Rose & Co., 1 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
will admit Irving G. Kaufmann, 
member of the exehange to part- 
nership on Dec. 31. 

Leo J. Goldwater will retire 
from the firm on the same date. 


Tucker, Anthony Will 
Admit New Partner 


BOSTON, Mass. — Tucker, An- 
thony & R. L. Day, 74 State Street, 
members of the New York Stock 
Exchange, on January 7th will - 
admit David O’Leary Jr. to part- 
nership. 


Lester, Ryons Adds 


(Special to Tur FINANCIAL CHRONICLE) 

LOS ANGELES, Calif. — John 
W. Jones, Jr. is now affiliated with 
Lester, Ryons & Co., 623 South 
Hope Street, members of the New 
York and Los Angeles Stock Ex- 
changes. He was formerly with 
Hill Richards & Co. 
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Attention N. Y. S. E. Firms 


Security Analyst Available with 5 years experience on 


street. 


stantial personal clientel. 


Pisee, N.Y. 7; N.Y. 


Box 1186 Commercial & Financial Chronicle, 25 Park i 











Familiar with Arbitrage operation. 


New York City location only. 





Have sub- | 
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Chairman of the Board, 


A Prosperous Textile Era Ahead | 


By JOHN M. 





REEVES* 
Reeves Brothers, Inc. 


The threshold of a truly prosperous textile era, of greater 


stability and predictable profits, 


is envisioned by Board Chair- 


man Reeves and is predicated upon a wide variety of forces 

which holds a promise of a better next five years than the past 

five years. Specifies how this country can absorb 250,000,000 

yards of Japanese fabric without harm, and urges defeat for 
the Organization For Trade Co-operation bill. 


Not that we have overcome all 
eur problems, by any means, but 
we have come a long way since I 
first entered the textile business 
in 1917. De- 
spite our eur- 
rent problems, 
we are in- 
clined to over- 
look, I think, 
many of the 
truly remark- 
able gains 
made in this 
short period of 
time, especial- 
ly in the light 
of the fact that 
our industry is 
many thou- 
sands of years 
old. Most im- 
portant, we have progressed to a 
point where I now firmly believe 
we are finally on the threshold of 
a truly prosperous textile era... 
an era of far greater stability ... 
an era of more predictable profits 
... and an era greater in impor- 
tance to the economy as a whole. 


I’ll admit those are rather high 
sounding words and I’m told that 
for many years I have been ac- 
‘cused of being a “perennial opti- 
mist.” Not long ago I heard a 
story, which I believe was face- 
tious, of a newspaper editor who 
said he always kept type standing 
that says, “John M. Reeves sees 
improvement over the next six 
months.” 

Well, perhaps I haven’t been 
right with every prediction, and 
perhaps at times I’ve been prema- 
ture, but I’d like to review some 
of the reasons for my continuous 
optimism. They start, pretty much, 
with the improvements I had ref- 
erence to a minute ago. 


John M. Reeves 


Grounds for Optimism 


During the years 1921 to 1938 
our industry as a whole operated 
at a deficit. During the years 1951 
to 1955 it operated at a_ profit. 
Both periods, I might add, were 
peacetime years, except for the 
latter part of °51 and early °52, 
when the Korean conflict was 
ending and a year, if anything, 
which was detrimental to textiles. 
It wasn’t a big profit, only 2.2% 
of sales and only half the average 
profit of all other industries com- 
bined, but nevertheless the textile 
industry finally could prove, over 
a reasonable length of peace time, 
that many of its difficulties were 
at long last being overcome. And 
furthermore, the so-called cycles 
of peaks and valleys have now 
evened out considerably. 

Perhaps you might compare our 
industry to a game of golf. We’re 
so used to being in the rough that 
we’re now past-masters at pitch- 
ing out. What I’m foreseeing are 
fewer hooks and slices off the tee. 

Another tribute to our industry, 
during this 1951-55 period, is that 
management methods were greatly 
modernized. This in itself is re- 
markable because the centuries- 
old structure of the textile busi- 
ness unlike any other major 
producing industry. When you 
consider that more than 90% of 
our output is manufactured by as 
many as 600 independently owned 
companies compared, for instance, 
with only 5 companies in the au- 
tomobile industry, one wonders 
sometimes how any form of sta- 
bility is possible in our present- 


is 





*An address by Mr. Reeves before the 
Annual Award Luncheen, Textile Sec- 
tion cf the N. Y. Board of Trade, Dec. 
6, 1956. 








day, streamlined and highly 
competitive markets. 


Therefore, I believe great trib- 
ute is due to the inspired leaders 
in our industry today. I wish time 
would permit my discussing some. 
of the things... really good things 
... that ought to be told. 

Similarly, acclaim should be 
given to the leaders of many valu- 
able, and well organized garment 
manufacturing associations. How- 
ever, I do wish to pay special trib- 
ute to the Southern Garment Man- 
ufacturers Association’s “Technical 
Advisory Committee.” I had the 
good fortune to serve for several 
vears on this committee with Cap- 
tain Whitsel and Ed Janes and 
know first hand of their accom- 
plishments toward improved ap- 
parel styling and improved 
apparel manufacturing methods. 


Increased Capital Outlays 


Mill modernization is another 
part of this improvement picture 
that I’d like to mention. We have 
made many changes since the 
1920’s, and especially since World 
War II. Although there was a 
slackening off of loom replace- 
ment in 1954 and ’55, it is gratify- 
ing to note that the textile indus- 
try is now once again preparing 
to expand its capital outlay on 
modernization. 

Along with plant improvements, 
our wage scale today in the textile 
industry is far superior to what 
it’s ever been. In view of the kind 
of labor conditions that existed, 
going back over the past 150 years, 
we have made a remarkable ad- 
justment to date. 

Newer industries, such as chem- 
icals, electronics, and again auto- 
mobiles could start out on—or 
quickly rise to—higher wage 
scales. But the textile industry, 
by being so long established could 
not adjust itself to such a basis 
suddenly. It had to be done over 
a period of time. 

I think we can look with pride 
to the fact that most of us today 
have pension programs which were 
unheard of in prior generations. 
In addition, many of us now have 
special educational funds set up 
for deserving children of our em- 
ployees. We have recreational fa- 
cilities, organized athletics and all 
kinds of benefits that never ex- 
isted when I first entered the bus- 
iness 40 years ago. 

However. I believe we are lax 
today in our recruiting methods 
to stimulate new blood to enter 
the textile industry. Much more 
emphasis should be given to set- 
ting up textile courses in leading 


universities. After all, if educa- 
tional facilities are scarce, how 
can we expect to get the prosnec- 


tive students the industry direly 
needs. 

I might add that, along with 
employees in any industry, textile 
workers are today self-supporting 
and progressive in their living 
habits. They think independently 
and have a far greater freedom of 
how and where they want to work. 
I think this was evident, for ex- 
ample, in our recent election. I 
am convinced now there is in this 
country no such thing as a labor 
vote. In swnite of the rantings of 
the so-called labor leaders, the 
average American makes his own 


choice 
I think this rast election also 
indicates that there is no such 


thing as a farm vote, a racial vote 
or any sort of hyphenated vote— 
and that is as it should be. We are. 
first and last, Americans, and 
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when-we go te the ballot box, we 
cast our vote as our. conscience 
and our best judgment dictate. 


However, to get back to textiles, 
in spite of the criticism leveled 
at. us from time to time, we can 
all be proud that our. industry, 
which has eternally had the prob- 
lem of making. even a meagre 
profit, has been able and. willing 
to achieve these improvements.’ 

Now for a few words on my pre- 
diction that ‘“‘we are on the thresh- 
old of a more stable era.” 


Young Adults Are Willing 
Spenders 

Number one is the greater pros- 
perity of our young adults. Not 
only are they prosperous, but they 
are prosperity minded. They have 
never known a depression. They 
think in terms. of earning money 


. in order. to.spend money, buying 


not just for needs but for wants. 
Furthermore, beginning this year, 
and going on to the middle 1960’s, 
these prosperous young adults will 
be 15 to 20% greater in number 
than they are today. 

Number two is the fact that their 
ability and their desire to buy can 
be satisfied as never before with 
new improved fabrics, and new 
exciting wearing apparel as well 
as household soft goods. 

Coming along right behind the 
young adult group are the teen- 
agers, growing in numbers every 
year. All of them ready and will- 
ing to spend freely on their ap- 
parel. 

Important, too, is the modern 
way in which this wanted mer- 
chandise is being advertised and 
promoted. Why, just pick up any 
copy of a periodical and compare 
today’s amount of soft goods ad- 
vertising with the amount printed 
only ten years ago. Note the thick- 
ness and circulation figures of all 
fashion magazines, many of which 
didn’t exist 10 to 15 years ago. 

Note the entrance of television 
as a huge force toward gtimulat- 
ing the buying of soft goods. Im- 
agine how much stronger this me- 
dium will be when reception is in 
color. Newspapers too, are ever 
increasing in their impact on soft 
goods markets. I am advised that 
the newspaper linage of nationally 
advertised wearing apparel has 
gone up almost 40% during the 
past five years. 

How, then, with all these forces 
working in our favor. can we fail 
to do much better in the next five 
years than we did in the past five 
years. 


Quotas for Japanese Goods 


Of course no discussion of the 
textile outlook can be made today 
without taking into account the 
Japanese problem. Perhaps some 
of you may recall that two years 
ago when this competition first 
appeared as a serious threat, I 
pointed out that the only solution 
was a system of quotas. For a 
while—-it was about six months— 


no one would listen. When the 
threat started to become an actu- 
ality, only then did we begin seri- 
ous efforts to get our Federal 
Government to set up regulations. 

I won’t bore you with a detailed 
review of this problem, because 
I’m sure you’re familiar with all 
its aspects—it has been covered 
most adequately by America’s 
Textile Reporter and’several other 
publications — but there is one 
point I’d like to make. This coun- 
try can absorb 250,000,000 yards of 
Japanese fabric next year, but 
only under two conditions. Quotas 
must be specified in advance for 
each type of fabric, and a more 
equitable balance of each type 
fabric must be arrived at. If this 
is not done, our industry will be 
in continual upheaval until it is 
done. No one of us can function 
efficiently and no one fabric can 
be marketed properly if we don’t 
know where the lightening will 
strike next. 

There are a few other points I 
would like to mention. Undoubt- 
edly the bill authorizing the O.T.C. 
—‘“The Organization for Trade 
Co - operation” — will come _ uv 
again in Congress next year. We 
should be vigilant to see that it is 
defeated. 


World Situation 

Finally it coes withort savine 
that any business prediction must 
be conditioned upon the world sit- 
uation. The current mid-Euro- 
pean and Egyptian strife presents 
a threat that could seriously upset 
and retard the timetable of our 
progress. 

I have just returned from a Eu- 
ropean trip and was in Vienna 
only a few weeks ago, just as the 
Hungarian revolt broke out. The 
on-the-scene stories I heard are 
appalling. One informant, who 
came ecross the Austrian border, 
told me that at least 120,000 de- 
fenseless men, women and chil- 
dren had been slain by the Rus- 
sians. 

In the face of this and other 
depredations too numerous to nar- 
rate, how can we have any faith 
in the promises of these vandals”? 
The Egyptian affair, though ques- 
tionable, at least served to Duild 
a fire under the U. N. We can only 
wait and pray that the U. N. will 
prove to be the hoped-for instru- 
ment for settling world affairs it 
was set up to be. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Eric & Drevers will 
December 3lst. 

Howard S. Cullman will retire 
from partnership in Cullman 
Brothers December 3lst. 

Lewis G. Salomon will retire 
from limited partnership in F. L. 
Salomon & Co., December 31st. 


dissolve 
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Stevens, White& | 
McClure Formed in Fla. 


TAMPA, Fla.—Stevens, White & 
McClure, Inc., members of the 
Midwest Steck Exchange, dealers 
in, listed and unlisted securities, 
municipal bonds and mutual fund 
shares, has been formed by the 
merger of Stevens, White of Ft. 
Myers and Louis C. McClure & 
Co. of Tampa. 

Officers of the new firm are 
Louis C. McClure, President; Ern- 
est S. Stevens, Executive Vice- 
President; Louis M. Saxton, First 
Vice-President; A. Burdett White, 
Treasurer, and Dorothy D. Per- 
kins, Secretary. 

Main office will be located at 
617.Madison Street, Tampa, with 
branches at 2310 First Street, Ft. 
Myers,. and 2322 Ponce de Leon 
Boulevard, Coral Gables. Mr. 
Stevens will be Manager of the 
Ft. Myers branch and Louis M. 
Saxton of the Coral Gables of- 
fice, with L. Blanche Bowen and 
L. E. Lanford will also be asso- 
ciated. 


Tweedy, Browne & 
Reilly Announce 


Effective Jan. 1, Thomas P. 
Knapp will be admitted as a 
general partner in the firm of 
Tweedy, Browne & Reilly, 52 Wall 
Street, New York City, dealers in 
over-the-counter securities. Forest 
B. Tweedy, a partner, will retire 
on the same date. 

Mr. Knapp was formerly with 
Graham-Newman Corp. 


CORRECTION 


In reporting the scores for the 
golf tournament at the _ Invest- 
ment Bankers Association Con- 
vention in Hollywood, Florida, we 
have been informed that the score 
for the Alden H. Little Trophy 
was actually a tie between Russell 
M. Ergood, Stroud & Company, 
Incorporated, Philadelphia, and 
Andrew J. Lord, Jr., Eaton & How- 
ard, Incorporated, Boston, with 
Mr. Ergood winning on a toss for 
first place. 

Also it was inadvertently indi- 
cated that Mr. Lord was affiliated 
with Lord, Abbett & Co. New 
York. He has been with Eaton & 
Howard, Incorporated of Boston, 
for the past several years. 


Y. J. Zergebel Opens 


ALLWOOD-CLIFTON, N. J. — 
Vincent J. Zergebel is conducting 
a securities business from offices 
at 76 Surrey Lane. 


J. S. Zurkow Opens 


Jerome S. Zurkow is conducting 
a securities business from offices 
at 450 West End Avenue, New 
York City. 
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New Process of Competition 


To Maintain Dynamic Growth 


By ROBERT G. DUNLOP* 
President, Sun Oil Company 


Asserting “competition is not an end to be glorified in its own 
right, but a method whose sole purpose is to serve the interest 


of the people,” Sun Oil head 


executive states that classical 


concepts of competition are at odds with “the realities of 


progress in competing more 


effectively to serve the con- 


sumer.” Mr. Dunlop compares old method of distribution 
with present dynamic practices of the oil industry which make 
allies of producers and local merchants, improve retail com- 
petitive effectiveness, and create a team “which pits its talents 
against other similar teams that likewise are seeking to win the 
patronage and loyalty of the consumer.’ Agrees we should 
re-think our anti-trust policy in order to permit realistic com- 
petitive concepts. 


Robert Browning observed that 
progress is the law of lite.” I think 
e might observe that misunder- 
»tanding is frequently the law of 
y rogress, Cer- 
cainly it often 
eemsthat 
Way as regards 
/smerican in- 
‘ustry. New 
deas devel- 
sped by the 
> ealities of 
4 rogress con- 
tantly clash 
with older 
‘oncepts of 
ihe way things 
‘ought” to be. 
Often the grip 
of the old is 
0 strong that 
the new is rejected, or delayed, 
or perhaps accepted but still 
iooked upon as somehow wrong. 


Let me give you an example. 
During the construction of the 
‘‘thina-Burma-India pipe line, the 
siative laborers of India were 
supplied by the U. S. Army with 
iong-handled spades and wheel- 
barrows. Demonstrations were 
tield to instruct the natives in the 
use of these tools, and the Army 
irainers departed, happy in the 
thought that now the work would 
fo forward at greater speed. 


Robert G. Dunlop 


But the natives’ idea of how to 
‘lig a trench involved the use of a 
short - handled, hoe - like instru- 
ynent called a kadalie, and baskets 
‘a which to carry, on one’s head, 
ihe dirt. Within 24 hours the 
spades had been discarded for the 
icadalies and the wheelbarrows, 
shorn of wheels, became the new- 
style baskets for head-carrying. 
indoubtedly the natives wondered 
why these crazy Americans 
ihought such a heavy basket nec- 
ossary. 

We may be amused at such an 
incident, but human nature is 
auch the same the world over; 
it varies only in degree. Do you 
jcnow that in the United States, 
ihere is an average lag of about 
15 years between the time a new 
cirug is tested to the satisfaction 
«f the clinical experts and the 
iime the use of the drug becomes 
common in the medical protes- 
¢.10n? 

Dr. George Gallup recently cited 
‘ois fact in expressing concern 
inat similar investigation shows a 
time lag of 12 years between the 
satisfactory testing of new theo- 
vies in public opinion surveying, 
and the time the theories become 
generally accepted and used by 
public opinion analysts. 

Now, the two examples of con- 
flict between old ideas and new 
yractices I have mentioned deal 
with concrete objects—spades and 
drugs. Ever so much more is in- 
volved in conflicts between old 
ideas and new practices which 
concern abstract theories on which 
almost everyone feels he’s an ex- 
pert. I have economic theories 
specifically in mind. 

*From an address by Mr. Dunlop be- 


fore the Oil Indust:y IBA Group, St. 
t_ouis, Mo., Dec. 3, 1936. 


Today I want to talk with you 
about two theories or concepts of 
marketing. There is conflict be- 
tween these concepts, and the con- 
flict creates problems for you and 
for me. 


Old Distribution Concept 

The first concept I shall call the 
peddler cencept of distribution. 
If you think back to the early 
days of oil marketing—from the 
days when gasoline was sold at 
general stores and_ blacksmith 
shops and, by and large, up 
through the period when _ the 
divided station selling several 
brands was the rule—you see the 
peddler concept in action. The 
purpose of the marketer was to 
dispose of his product to anyone 
who would buy it. Distribution, in 
a strict sense, was accomplished 

-that is, the product managed to 
get from the manufacturer to the 
consumer in response to existing 
demand. 

Let us, for a moment, examine 
the competitive ramifications of 
this system. 

First, it seems to me inherent 
in the peddler concept that the 
producer of goods thought not so 
much in terms of consumers, but 
in terms of which merchants with- 
in convenient reach had the cash 
—or the proper amount of credit— 
to take a shipment from him. 

Second, the producer lost most 
of his interest in his goods the 
moment he had delivered them to 
the merchant. 

Third, the amount of competi- 
tion which existed in the market- 
place of consumption was that 
amount which the merchant, often 
lacking in advertising and mer- 
chandising skills, as well as in 
financial resources, was able to 
generate. 

In calling your attention to this 
concept, I have drawn an illus- 
tration from the oil industry— 
from the days when a drum of 
kerosine was dropped at the 
country store. Examples could be 
drawn with equal ease from a 
number of other industries. 

Consider shoes, for a moment— 
in the days of mother and father, 
or perhaps grandmother and 
grandfather. When Junior was 
taken to the local store—usually 
known as the “clothing” store— 
how often it was discovered that 
old Mr. Jones had an assorted 
collection of broken lots from 
three or four different manufac- 
turers. If Junior was lucky, he 
might find a style of shoe that 
suited his fancy in a size that 
fitted his feet. Or perhaps Mr. 
Jones would suggest that in only 
a minute, with his handy shoe 
stretcher, he could make a “B” 
width in the “C” that Junior 
required. 

From the standpoint of those 
who attack advertising as an eco- 
nomic waste, Mr. Jones’ operation 
was ideal. He didn’t advertise. 
And such advertising as the shoe 
manufacturer sponsored only 
proved the critics’ point: it was of 
little real consequence—tirst, be- 
cause it was largely ineffective in 
directing consumers to the store 
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where the particular brand of 
shoes could be purchased; second, 
because the customer who man- 
aged to locate the right store 
aced odds against finding the 
style and size he wanted. The 
merchant, having spread his in- 
ventory investment over too many 
brands, had too limited a selection 
in any one brand to satisfy all 
who were stimulated by advertis- 
ing to ask for it. 

From the standpoint of .those 
who contend that competition -is 
restrained when a merchant con- 
centrates on carrying a full line 
in one brand, to the exclusion of 
other brands, the situation of Mr. 
Jones’ store is again ideal. . Mr. 
Jones carried a little of them all. 
Presumably, his operation repre- 
sented the epitome of open com- 
petition in action. 


While to the theorist Mr. Jones’ 
type of operation seemed ideal, 
to the realist there were two 
things wrong. Very few who were 
involved in the process of this 
peddler concept of distribution 
seemed to be deeply and continu- 
ously interested in the consumer. 
Few were worried very much 
about his tastes, the satisfaction of 
his wants, or his pleasure with his 
purchases. Even fewer were busy 
stimulating his desire for greater 
consumption, and thus adding to 
the momentum of trade and the 
expansion of economic activity. 


No one worried about Mr. Jones 
either —except that he pay his 
bills. His inadequate business 
methods may have forced a shoe- 
string existence upon him. But 
none of his suppliers could afford 
to help him improve his business 
and merchandising skills. He was 
only a part-time representative 
for any one of them, and gener- 
ally a poor representative for all 
of them. At all events, he was 
soon to face the necessity to adapt 
or to go bankrupt. A revolution 
in distribution was coming which 
both abetted the accelerating pace 
of mass production and mass con- 
sumption, and was the creature 
of it. 

New Dynamic Distribution 


That brings to me the second 
concept I wish to discuss with you 
today, and I shall identity it as 
dynamic distribution. No better 
example can be found than in. the 
marketing of gasoline. An equally 
good example is the distribution 
of automobiles. Other industries 
have made substantial progress in 
the same direction, and some still 
lag far behind. I recognize, of 
course, that the nature of the 
product plays a great part; some 
products lend themselves to the 
principles of dynamic distribution 
to a greater degree than. do 
others. 

What are the ingredients of 
dynamic distribution? Here is the 
recipe I would suggest, and again 
let me emphasize I speak not as 
an expert but as a kibitzer. 

The first ingredient, it seems to 
me, is a direct and active interest 
in the consumer. (As a consumer, 
aware that a large number of pro- 
ducers have a direct and active 
interest in me, I ean only say 
that “something good will come 
of that.”) 

Because of his direct and active 
interest in the consumer, the pro- 
ducer establishes an identification 
by which the consumer will know 
his product. He seeks to commu- 
nicate directly with the consumer 
concerning the merits of his prod- 
uct and to persuade the consumer 
to try it. 

The. producer is. vitally inter- 
ested in seeing that his product 
is conveniently available to the 
consumer. If services are associ- 
ated with the consumption of his 
product, the producer is deeply 
concerned to see that the services 
are properly performed. The pro- 
ducer’s interest in his product 
continues beyond the point of sale 
and into the question of how sat- 
istactorily the product performed 


Continued on page 22 


























From Washington 
Ahead of the News 


By CARLISLE BARGERON 














Although the much dramatized tillers of the soi] are becom- 


ing fewer and fewer 


in relation to the 


rest of the population 


they are still politically highly articulate and, notwithstanding 
that the rest of us heard about them and their problem aplenty at 
the last session of Congress, we are apparently 


to hear even 
coming session. 


more about them at the forth- 


In this writer’s experience in Washington 
the problems of the farmers have always been 


to the forefront. I have 


tainly, several months of 


seen almost entire 
sessions of Congress devoted-to them. 


Cer- 


the last Congress 


were devoted to them and it is my firm belief 
that in the controversial legislation that went 
back and forth, it meant scarcely $100 a year 


to the average farmer whicsever 


legislation went. 


way the 


But just as in Russia where political heads 
fall because of the lack of production, in this 


heads 
It 


country 
much 


political fall 


prceduction. 


because of 
is surprising, however, 


too Carlisle Bargeron 


just how few fell in the last election but both 
parties, nevertheless, are nervous about what did happen. 
Republican statisticians have already come up with figures on 


their Congressional losses in farm districts. 


They will be used at 


the next session against Secretary of Agriculture Benson and in 
the advancement of arguments that the Repubiicans simply must 
be more “liberal” towards the farmers. 


Frankly, these statistics are not very convincing. 


In several 


places where the statisticians claim a Republican candidate lost 
because of farmers’ defection, there were many other factors such 


as the impossible personality of the Republican candidate. 


The 


plain fact is that organized labor was more responsible for the 
Republicans’ failure to carry Congress than any farm unrest. 

But the fact remains that in the next Congress there will be 
plenty of rural Republicans just as loud-mouthed as the Demo- 
crats that “something must be done for the farmer.” 

What seems to be a very sensible plan is that of Senator 
Homer E. Capehart of Indiana, advocated at the last session, in 


his campaign, and to be reintroduced at the next 


session. The 


Senator calls his plan a “permanent” solution to the farm problem. 
He says that all of his adult life there has been a farm problem 


except in times of war. 


He says that ever since the Department 


of Agriculture was established in the Administration of Abraham 
Lincoln all of our agriculture research emphasis has been on how 
to help the farmer produce more. There has been relatively little 
research on what the farmer should do with his increased pro- 


duction. 


So Fis plan calls for an appropriation of at least $100,000,000 
to set up a “crash” program of research in increased industrial 
uses of farm products. There has long been this sort of rcsearch 
and it has advanced some 11 uses which are being held back only 
because of the inability to make them competitive. 

Ever since his bill was introduced at the last session of Con- 
gress thousands of words have been written in newspapers and 
magazines about the possibilities of this research. The Republicans 
at their San Francisco Convention encorsed the principie and the 
President has appointed a commission to make preliminary studies 


on what can be done. 


But strangely enough Senator Capehart’s name appears in 


very little if any of tae publicity. 


Men who have been plodding 


-along with the subject for many years have become revitalized 


and their names are appearing 
significant advance” 


in the publicity about a “most 


in agriculture. 


Well, it is a fact that the idea of research in increased indus- 
trial uses cf farm products was not original with the Senater, but 
it was his great imagination and energy that brought about the 


emphasis on it now. 


Just how his proposed “crash” program of research will shape 
up I don’t know, but there seems to be reasonable assurance that 
the appropriations for research on increased uses of farm products 
will be greatly stepped up and they may provide for subsidies of 
some farm products to make them competitive in the field of com- 
modities which industry now uses. This can bring some opposition 
as, for example, from the oil industry. Two of the foremost matters 
on the boards of the scientists are the use of subsidized grain for 
alcohol to be blended with gasoline and the making of fuel oil 


eut of grain. 


To Form Woedcock  Wm.E.Pollock Go. 


Hess, Moyer & Co. 


PHILADELPHIA, Pa. The 
investment business of Mover & 
Co. and Woodcock, Hess & Co., 
Inc., member of the New York 
Stock Exchange, will be merged 
and Woodcock, Hess, Moyer & 
Co., Inc., 123 Broad Street South, 
will be formed effective January 
1st. 


Harry D. Weiss Opens 


YONKERS, N. Y. — Harry D. 
Weiss is engaging in a securities 
business from offices at 30 South 
Broadway. 


Elects Officers 


Wm. E. Pollock & Co., Inc. 
Government Municipal Bond 
dealers announce the election of 
Arnold M. Cowan as Vice-Presi- 
dent in their Beverly Hills, Calif. 
office 9643 Santa Monica Boule- 
vard and Clarence B. Ruch as 
Treasurer in their New York 
office, 20 Pine Street. 


Lincoln Rosen Opens 
NEW ROCHELLE, N. Y. — Lin- 
coln Rosen is conducting an in- 


vestment business from offices at 
150 Overlook Circle. 




















































































Business and Financial 
Forecast for 1957 


By ROGER W. BABSON 


Noted Babson Park investment 


business, financial, stock market, international, and money 
factors in order to offer advice and predictions for 1957. 


Both presidential candidates, in 
their pre-election speeches, prom- 
ised Peace, Prosperity, and Prog- 
ress. They stated that they must 
do this in or- 
der to enforce 
the Employ- 
ment Act of 
1946. This is 
the basis of 
my Outlook 
for 1957, tem- 
peered of 


course by 
Russia. 
(1) World 


War III will 
not start in 
1957. 

(2) 1957 will 
witness grad- 
ually increas- 





Roger W. Babson 


ing inflation. 

(3) Manufacturers will be faced 
with higher costs for both ma- 
terials and labor. 

(4) All businesses will be con- 
fronted by increased competition, 
both within their own industries 
and from other industries. 

(5) More advertising will be 
necessary in 1957 if profits of 
manufacturers and retailers are to 
equal those of 1956. 

(6) Failures will increase in 
1957, both as to numbers and lia- 
bilities. Thousands of small con- 
cerns will be wiped out. One or 
two of the largest corporations 
will face bankruptcy or re-organi- 
zation. 

(7) Cost of living 
slightly during 1957. 

(8) Most labor unions will hesi- 
tate to make public fights for 
higher wages, but will work for 
shorter hours, pensions, and 
“fringes.” 

(9) Europe must pay so much 
more for oil that it will have less 
‘money for purchasing other goods. 

(10) Unexpected events will oc- 
cur during 1957; however, as a 
whole, business will remain fair, 
“put with smaller profits. 


Money Outlook 
(11) As foreign countries must 


will rise 


pay in gold or dollars tor oil, 
their industries will be handi- 
capped, unemployment will in- 


crease, and pressure for aid from 
the United States will be greater. 

(12) The Federal Reserve Board 
will not relax its restrictions so 
long as we have full employment 
in the United States; but if un- 
employment increases we may ex- 
pect a relaxation. I am very glad 
Mr. Robert Cutler will again be 
Mr. Eisenhower's adviser. 

(13) Owing to the tremendous 
number of employees, suppliers, 


and retailers dependent upon the 
large corporations, these will be 
first to receive bank funds. 

(14) Many plans for expansions 
of plants, by both big business and 
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- each corporation, large and small, 


Are Your Records Incomplete? 


than to the houses. Better loca- 
tions can be secured by buying 
existing houses. Modern kitchens 
will become a “must.” 

(26) Acreage near proposed 
shopping centers will be excellent 
for speculation. The automobile 
will continue to raise havoc with 
real estate prices, helping some 
locations and hurting others. 

(27) New inventions in connec- 
tion with heating, lighting, and 
other features will make most 
older houses obsolete. 

(28) Large commercial farms 
will continue. presperous. Small 
farms on the fringes of cities will 
be more valuable. The outlying 
medium-sized farms will be both 
ee to operate and hard to 
sell. 

(29). The nearness to schools, 
churches, stores, and bus routes 
will become a more important 
factor in the re-sale of homes. 

(30) Those wishing to own a 
well-located home to occupy will 
find 1957 a good year to buy or 
build; but a dangerous year for 
speculation. 


analyst surveys the gamut of 


little business, will be postponed. 
Most corporations will find it dif- 
ficult to get new short-term mon- 
ey at any price in quantity; while 
long-term financing will be .too 
expensive. 

(15) Tight money will. cause 
state, municipal, and town gov- 
ernments to. postpone plans for 
building roads, schools, and hos- 
pitals except in cases where the 
Federal Government pays most of 
the cost. This will put a damper 
on many lines of business. 

(16) Owing to these increased 
money rates, state, municipal, and 
town bonds, although tax free, 
have been declining rapidly in 
price. Most financial advisers 
forecast much lower prices for 
such securities. It is possible that 
the postponement of such building 
plants may so diminish demand 
for such’ money that these non- 
taxable bonds will sell at higner 
prices before the year is out. This 


Stock Market Outlook 
(31) It is foolish for anyone to 
now forecast the stock market for 
1957. The Dow-Jones Industrial 
Average, now around 490, may 
decline to 400 or advance to 600 
during 1957. 


postponement may also reduce the | (32) All investors will want 
price of steel and other materials. “Safety,” but wise investors will 
(17) The money managers for first decide whether they also 


want “income” or “profit.”” Only 
by luck can you obtain all three 
features with certainty during 
1957. 

(33) Investors can buy, during 
1957, well-seasoned preferred 
stocks (preferably cumulative) 
which will give, with safety, a 
yield of near 6%. 

(34) During 1957 good utility 
stecks should be attractive for 
yield and marketability. The de- 
mand for electricity will continue 
to increase throughout 1957. 


(35) The above two recom- 
mendations apply to those in mod- 
erate income tax brackets. The in- 
vestor in medium or high brackets 
will buy during 1957 non-taxabie 
state, municipal, or town bonds 
carrying “full faith and creait.”’ 
Taxes will gradually increase 
during 1957, and  non-taxable 
bonds will be more in demand 
from wise investors. 


will now arrange their financing 
needs for two years by either se- 
curing the necessary funds now or 
reducing their requests. 

(18) Prices of corporation bonds 
will not recover so. quickly as the 
non-taxables. I forecast lower 
prices for most corporation bonds. 

(19) Many of the smaller and 
newer corporations will be much 
disappointed by their inability to 
secure funds during 1957, except 
by selling convertible preferred 
stocks on terms very favorable to 
investors. It is well to issue such 
securities when money rates are 
low because the advantages con- 
tinue for many years; but not 
when money is tight, as such se- 
curities then tie up the borrower 
for a long number of years at 
high rates. 

(20) This means that 1957 will 
be a good year for investors to 
switch from low-yielding stocks 
to attractive bond issues. 


Real Estate Outlook 
(21) Home building, corporate 
expansion, and municipal im- 
provements will decline in 1957. 
Therefore, it will not be a good 
year for speculating in real estate. 
(22) Interest rates on mortgages 


(36) I am not now prepared to 
advise readers who do not care 
for income, but only for profit. 
As above stated, the Dow Jones 
Industrial Average inay approach, 
during 1957, either 400 or 600. It 
will be very easy to make a mis- 
take by either buying or selling 
stocks at this time, except for in- 


will be higher in 1957. Loans not telligent switches. I am _ willing 
“federally” guaranteed will re- to say, however, that readers 
quire larger margins. should not get panicky and sell 

(23) Real estate in large cities their oils. Even Gulf Oil, which 
will continue inactive: with de- has the largest interests in the 
clining prices due to lack of very rich Middle East fields, 


should not be sold. 

(37) All sensible investors will 
carry good bank balances and re- 
serves during 1957 so as not to 
be caught, whatever happens. 

(38) There should be no panic 


parking facilities. 

(24) Suburban real estate will 
continue active, but fewer new 
houses will be built. Houses will 
be for sale by executives who have 
lost their well-paid jobs. 


(25) Purchasers will give more jn the stock market during 1957. 
attention to the size of the lots stocks will either fluctuate near 


their present levels or else will 
gradually slide downward or up- 
ward. It will be risky to borrow 
money to buy stocks in 1957; 
rather, one might sell stocks to 
get out of debt. 

(39) The way to make money in 
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the stock market is: (1) Confine 
your purchases to the stocks of 
the leading companies in each in- 
dustry. (2) Diversify moderately 
and do not try to pick out win- 
ners, remembering that, whether 
you buy or sell, someone (prob- 
able as smart as you) is doing the 
opposite at the same time: (3) 
Store up cash when most people 
are bullish: use this cash to buy 
stocks when most people are 
bearish. 

(40) We are no longer on the 


Edwin L. Beck 











Gold Standard but on a Political 











= 
a 


— 

















Standard. Although the Law of 
Action and Reaction will ulti- 
mately rule, yet periods of pros- 
perity can artificially be extended 


by manipulating money rates, 
subsidies, and _ other financial 
props. 


(41) Every reader should have 
a little stock in one of the local 
banks in which he has his ac- 
count. Bank stocks should make 
money during 1957, whatever tue 
“blue chips” do. 


International and Other Affairs 


(42) During 1957 the Adminis- 
tration will do everything possible 
to keep us out of war. It certainly 
will not get us involved with Eng- 
land, France, Israel, or their allies. 

(43) So long as President Eisen- 
hower is in good physical condi- 
tion (as Commander-in-Chief), he 
will back the United Nations with 
our Army, Navy, and Air Force. 
This is the only way in which he 
will: be tempted ever to enter 
World War IIf. 


(44) The United States will not 
use the A-Bomb or H-Bomb dur- 
ing 1957 or give these bombs to 
any other nation. However, to 
save the United Nations, President 
Eisenhower will give that organi- 
zation all the bombs it wants. 

(45) 1957 should be a good year 
to make tax-exempt gifts to col- 
leges, hospitals, and other worthy 
causes. You, however, should give 


a stock which shows you a profit, 
and let the beneficiary do the 
selling. 1957 should be an espe- 


cially good year for such institu- 
tions to make drives for funds. 

(46) Householders will avoid 
making unnecessary purchases on 
instalments until the international 
situation clears. Several feasible 
plans are being considered, one 
of which is to have a very small 
tax on every gallon of oil moving 
through the Canal with the under- 
standing that the money will be 
used for financing the Great Dam 
on the Nile River which the 
Egyptians so much need. This 
‘would make unnecessary any ex- 
propriation of the rich Middle 
East oil reserves and any renego- 
liations. Either expropriations or 
renegotiations will scare our in- 
vestors out of making further for- 
eign investments. 

(47) The big thing that Russia 
wants is not so much the oil fields 
as freedom to pass through the 
Dardanelles. This will be an im- 
portant feature of a settlement of 
the Suez Canal problem. I further 
forecast that the Republic of Pan- 
ama will attempt to undo the 
“steal” which we perpetrated in 
1904, in order to build the Panama 
Canal. 

(48) I would be unfair to read- 
ers of this Forecast not to men- 
tion the great importance of Mr. 
Eisenhower's health. In connection 
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with any building, business, in- 


vestment, or other program, it 
should be continually kept in 
mind. 

(49) Better fed and more in- 


telligent populations, both in the 
United States and elsewhere, will 
continue to increase. Important 
new discoveries and inventions 
will take place. Twenty years ago 
we were enjoying the prosperity 
brought on by the Electrical Ere. 
Then followed the Motor Car and 
Oil Eras which we have recently 
been enjoying, plus a Chemicel 
and Building Boom. These coming 
together account for the great 
prosperity of the last ten years. 
Sometime we will witness a busi- 
ness readjustment, but it will be 
followed by a new Electronic and 


Nuclear Era. Therefore, be op- 
timistic. 
(50) In closing, I urge my 


friends to read the 8th Chapter of 
the Bible Book Deuteronomy, 
which was written 3,000 years ago 
and is as applicable today as ever. 
Incidentally, it mentions Egypt, 
which even then was an important 
factor in world events. 


Geo. Woods Director 


George D. Woods, chairman of 
the board of The First Boston 
Corporation has been elected a 








George D. Woods 


director of Commonwealth Oil 
Retining Company, Inc., it has 
been announced. Commonwealth 
Oil Refining Company, organized 
early in 1954, is in the process of 
completing construction of a new 
refinery near Ponce on the south- 
ern coast of Puerto Rico. 


Joins Eastman Dillon 
(Special to Tur FrnanciaL CHRONICLE) 
LOS ANGELES, Calif.—William 
H. Gross has become affiliated 
with Eastman Dillon, Union Secu-~ 
rities & Co., 3115 Wilshire Boule- 
vard. He was formerly with 
Dempsey-Tegeler & Co. 


With J. D. Creger 


(Special to THe FinancraL CHRONICLE) 
WHITTIER, Calif. — Jerome B. 
Miller is now with J. D. Creger & 
Co., 13412 East Whittier Boule- 
vard. 
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International Travel and 
Trade—Today and Tomorrow 


By RALPH T. REED* 
President, American Express Company 


Stating new hotels may prove as important as new steel mills 
to economic health of some foreign countries, Mr. Reed main- 


tains underdeveloped nations 


can consider expenditures on 


tourist facilities as basic capital investment. Offers 7-point 

program to help increase dollar income of overseas coun- 

tries, including tourist exchange rates, large promotional cam- 

paigns, abolition of travel taxes and red tape, and training of 
tourist-handling personnel. 


I’m thinking of the eloquent 
theme of this Forty-Third Na- 
tional Foreign Trade Convention 
—“‘Foreign Trade and Investment 
Promote 
Security and 
Prosperity.” 

It’s a heart- 
ening thought 
that today 
these words 
have the 
agreement. of 
almost all 
broad-think- 
ing men of 
affairs. But as 
anyone knows 
who has been 
in business for 
20 or 30 years, 
such general 
agreement with your’ guiding 
principles represents a big step 
forward. Remember that in 1926 a 
good many of our most powerful 
voices were strong against any 
program of action by private busi- 
ness or government which might 
further involve us in the affairs 
of the rest of the world. 

The forces making for this 
change of attitude are many. We 
all come into contact with them 
frequently during our day-to-day 
business affairs. As one example, 
my own company. has direét deal- 
ings in 35 countries abroad 
through our own offices and cor- 
respondent relationships with 
most or all of the rest. 

As a result, I often find on my 
desk problems having to do with 
import restrictions in Pakistan 

. . building codes in Dublin 
financial regulations in Australia 

. labor policies in Italy, and a 
dozen other unrelated matters of 
the same sort. These are the 
mornings when quite frankly I 
wish business today were just a 
little simpler. 

But this is the tempo of our 
time—and, quite honestly, most of 
us enjoy it. It’s truly an exciting 
dynamic tempo, that may mean 
great future progress throughout 
the free world. While the present 
Middle East crisis is having some 
effect on our calculations for the 
future, I believe strongly that we 
should retain confidence in a 
long-range upward curve. For the 
forces of economic progress in the 
world today are of great magni- 
tude. 

Importance of Mobility 

In trying to define these forces 
that have so changed the face of 
the world in the last quarter 
century, I find one word cropping 
up again and again in my think- 
ing: the word “mobility.” The 
mobility of persons ... of prod- 
ucts of techniques of 
capital of ideas. Of course, 
mobility has been speeding up 
steadily for the last two hundred 
years. But the progress we have 
made in mobility since World 
War I is immense, compared to 
anything that happened in the 
long decades and centuries before. 

And this is just a start. The fu- 
ture potential for movement on 
every level could surpass all pre- 
dictions provided the world 
doesn’t completely lose its sanity. 

This morning I would like to 
touch on one or two aspects of 
this mobility as it relates to two 
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fields in which development has 
been particularly marked -—— the 
mobility of people through tour- 
ism and the mobility of ideas. 


Both of these have an important 
relationship to foreign trade — 
which is, in essence, the mobility 
of commodities. 


Tourism and Trade 

In a sense, international tourism 
has always had a close relation- 
ship to international trade. I 
somewhat question whether in 
past years it has received the 
general recognition it deserves. It 
is a vast, diversified industry, in- 
volving many necessary functions 
and many widely separate areas 
of business activity; hotels; car- 
riers; travel agents; entertainment, 
clothing and luggage manufactur- 
ing; sports equipment; and much 
more besides. But the very fact 
that so many activities benefit 
from tourism has made its effects 
extremely hard to measure ac- 
curately. 

As a result, it appears that the 
economic implications of tourism 
were largely discounted until the 
post World War II period. For 
example, while there exist innu- 
merable textbooks on the economics 
of nearly every conceivable form 
ef international trade. 1 am.aware 
of not one volume on the eco- 
nomic eftects of tourism on world 
prosperity. 

But today the economic poten- 
tial of international tourism can- 
not be taken so lightly. This year 
alone we expect the U. S. tourist 
will spend about $1.2 billion in 
foreign countries and well over a 
quarter of a billion more on for- 
eign carriers. These expenditures 
are enough to pay for almost a 
tenth of all the merchandise we 
sell to these countries. These 
totals are also equivalent to about 
12% of the revenue secured by 
overseas nations from imports 
coming into the United States. 

Further, these figures represent 
a tremendous advance made in a 
very few years. It is an extra- 
ordinary commentary on our 
changing times that U. S. foreign 
travel expenditures are well over 
double what they were in 1948. 

Meanwhile, we hear almost 
daily of new developments which 
should have startling effects on 
the coming development of inter- 
national travel—assuming again a 
reasonable degree of world stabil- 
ity. 

Beginning in 1959, we expect 
that jet passenger planes will be 
used increasingly for long runs. 
With these planes a traveler will 
be able to fly from Chicago to 
London in slightly over six hours, 
as opposed to thirteen today. Such 
speed could have large effects in 
encouraging world travel. 

Meanwhile steamship, 
and bus companies are in the 
process of vastly improving the 
capacity and speed of their equip- 
ment. More people are getting 
more rapidly to where they want 
to go—for vacations and for busi- 
ness. 

With transportation improving 
so rapidly, a “weekend in 
Jamaica” or “weekend in Europe” 
can become an active reality for 
many tourists. Many other resort 
and travel areas, before restricted 
to the traveler with a month or 
two to spend, will soon be open to 
the two- and three-week vaca- 
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tionist. And much time which he 
now spends getting to these areas, 
he will then enjoy in them. 

Meanwhile, our Gross National 
Product has now reached an an- 
nual rate of well over $400 bil- 
lion, and despite some soft spots, 
our general level of prosperity 
continues. This prosperity has 
been producing a far wider base 
of consumer discretionary spend- 
ing during recent years—and such 
a sustained condition has direct 
relation to the growth of travel. 

At the outset of any period of 
prosperity, consumer spending 
goes largely into durable goods 
to modernize day-by-day living. 
It goes into automobiles, washing 
machines, homes improvements 
and the like. If the prosperity 
continues, the consumer begins to 
have a broader view of What he 
wants. Among. other things, he 
begins to think of, travel. 

One-third of our families are 
now in the $5 thousand or over 
income group. These families are 
discovering more and more that 
international travel is a wonder- 
ful source of knowledge, fun, and 
relaxation. 


Great Opportunity From Travel 


Under such conditions, the direct 
encouragement of foreign travel 
presents a great opportunity. As 
we all know in business, a trend 
never takes care of itself. It has 
to be helped—and helped stren- 
uously. The fact is that to grow 
as much as it can grow, inter- 
national travel needs first-class 
marketing — hard-hitting, ‘ip-to- 
date sales and operational tech- 
niques that take into account what 
the buyer wants today—and what 
he’s going to want five years from 
now. 

Many overseas nations have 
been doing fine work along these 
lines during the last 10 years. 
Others haven’t done as much. 
Comparative statistics show that 
government programs to stimulate 
tourism have almost always paid 
for themselves many times over. 

Inv view of the enormous effects 
which tourist expenditures have 
on a country’s prosperity, I would 
like to suggest a seven point de- 
velopment program which any 
nation could profitably consider 
against present accomplishments, 
in order to increase the volume 
of their revenues in this vital 
area. 

For the future such a program 
has particular importance, keep- 
ing in mind that the present situa- 
tion in the Middle East is shadow- 
ing the economic stability of 
Europe and Free Asia, through 
reduced supplies of oil and result- 
ing indirect effects on production 
and business activity. With the 
future so unsettled, the value of 
travel development programs dur- 
ing coming years as “economic 
first aid” to distressed or 
undeveloped overseas nations can- 
not be overestimated. 


Promotional Companies 

First and most important to any 
such program is the development 
of larger promotional companies 
abroad, designed to capture the 
interest of potential tourists. These 
are best implemented by strong 
national and regional tourist or- 
ganizations, developed by the 
governments, transportation in- 
terests and business groups of the 
countries concerned. 

Second, increased foreign gov- 
ernment and private investment 
in hotels, transportation. consumer 
and recreation industries almost 
invariably produce a high return 
through resulting tourist revenues. 
Today underdeveloped countries 
can realistically consider expen- 
ditures in this category as basic 
capital investments, central to 
their future economic develop- 
ment, rather than as marginal 
non-priority projects, which can 
be put on the back of the stove 
if budgets are tight. In these days 
a new tourist hotel,may be as im- 
portant as a new steel mill. 

Klimination of un. ssarv red 
tape in customs, border crossing 


formalities and health restrictions 
is vitally important. In passing, 
let it be said that we in the 
United States might do well to 
review our own regulations in this 
area. The truth is that they are 
among the most difficult in the 
world today. 

Special seasonal] resorts, festi- 
vals and sport areas, appropriate 
to the country, can be developed 
to attract special categories of 
travelers and to encourage off- 
season business. 

Personnel to handle tourists 
must be recruited and trained. 

The inauguration of — special 
tourist exchange rates by coun- 
tries that cannot_realistically free 
up their currencies at present 
often proves to be a very worth- 
while measure. 

Finally, ‘“in-transit’” taxes, 
travel taxes, and all similar 
measures designed with the frank 
object of securing a maximum 
revenue froin the passing tourist 
should, in my opinion, be com- 
pletely abolished. 


Importance of Tourist Dollars 


One final word 
tourist dollars and 
represent. 

These are not aid_ dollars. 
Rather they are voluntarry con- 
sumer expenditures in the open- 
market — value given for value. 
While direct U. S. aid continues 
to be a necessity in certain areas, 
we can all agree that this kind of 
free functioning of economic de- 
mand and supply through tourism 
is a far superior form of dollar 
stimulation for any nation today. 
It’s a healthy sign when the one 
can replace the other. The bene- 
fiting nations develop far greater 
self sufficiency and __ initiative 
from such revenue, secured 
through their individual efforts. 
The revenue itself moves quicker 
and more spontaneously into pro- 
ductive commercial channels. 

For those ef us engaged in for- 
eign trade, this means a lot. It 
means more dollars for the pur- 
chase of our exports. It means in- 
ereased general _ prosperity 
through capital investment in lo- 
cal industry abroad. It means 
greater demand for American 
goods overseas, and for foreign 
goods by our returning travelers. 
Put in another way, travel dol- 
lars have a way of returning home 
as trade dollars. 
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Mobility of Ideas 

There is another area in which 
mobility is a key fact of the pres- 
ent time. I’m thinking of the mo- 
bility of ideas. We've all heard 
the old saying that “ideas seldom 
respect the boundary lines of na- 
tions.” This has never been more 
true than today. 

Ideas in this age move with the 
speed of sound—literally. In the 
course of a very few years, the 
mass communications media have 
become an intimate part of our 
daily lives and the lives of mil- 
lions around the globe. 

Among other effects. this con- 
dition has stimulated a tremen- 
dous curiosity throughout the 
world about America and Ameri- 
can values. Our uniquely high 
standard of living, as well as our 
traditions of liberty, cause in- 
tense interest today in many 
quarters where before was only 
vague curiosity. Among some we 
find misconceptions about our 
country—among others even some 
antagonism. But we never find 
lack of interest. 

Since 1946, most 
mede business trips abroad. 
least a fair percentage of 
time on these trips is spent 
swering questions about 
country — straight questions 
the “curved ball” kind too. Peo- 
ple everywhere want to know 
how we live, what we think, why 
our business operations are so 
successful and efficient. And even 
if we don’t travel abroad, our 
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activities here cause intense in- 
terest. 

You could say that we suddenly 
find ourselves on stage, under a 
world spotlight. being asked to 
explain the values we live and 
work by. 

Under such circumstances, our 
words and actions as American 
businessmen have a close connec- 
tion with our country’s future 
well being. For better or worse, 
we bear a very’ considerable 
responsibility. 

None of us will deny that this 
is an extraordinary opportunity— 
one which we welcome whole- 
heartedly. At the same time, it’s 
a role that quite frankly we're 
not altogether accustomed to tak- 
ing. As businessmen, we have a 
long tradition of preferring to talk 
practically about. the practical 
problems we face from day to 
Gay. 

Under present circumstances 
we'll continue to talk practically 
—though probably on a broader 
base than before. We'll try to give 
the best answers we can to any 
questions we're asked. 

I’ll confess, for one, that several 
times I have found my own 
answers were not up to what they 
should and could have been. There 
are a lot of eloquent things we can 
say regarding American business 
and its free, competitive founda- 
tions. But to convey these things 
in a meaningful. way requires a 
good deal of clear thinking in the 
light of world conditions today, 
avoiding pat phrases and easy 
generalities, while taking due ac- 
count of the particular problems 
and traditions of other nations. 

In this regard it is typical of 
the thoughtful, up-to-date prac- 
tices of the National Foreign 
Trade Council that an_ entire 
evening session of the Conven- 
tion was given over to the ques- 
tion of how best to improve 
knowledge and acceptance abroad 
of the aims and policies of private 
American business. I know the 
Council will continue to explore 
this very crucial subject. Their 
findings will always be worth our 
close study. 


Attention From President 
Eisenhower 


There are even more significant 
signs that this problem of com- 
municating America’s aims to our 
friends and business colleagues 
abroad is today receiving the at- 
tention it deserves. On Sept. 11, 
President Eisenhower called a 
meeting in the White House of 60 
Americans, representing all phases 
of business, professional, artistic, 
and religious life, to develop a 
program of intensified “people to 
people” contacts with our friends 
abroad, with a view to telling our 
story more effectively wherever 
misunderstandings exist. I was 
happy to be invited to this session 
and to take part in the organiza- 
tion which is being set up to 
implement the President’s objec- 
tives in this important area. 

A similar new organization, po- 
tentially capable of accomplishing 
a great deal in clarifying 
America’s economic principles 
abroad is the Business Council for 
International Understanding, com- 
posed specifically of businessmen 
concerned by the many miscon- 
ceptions existing abroad about our 
country and its business values. 

And there are many other such 
groups. 

These organizations are all 
devoting a let of attention to the 
opportunities which our individ- 
ual travelers have to discuss, 
interpret and explain America’s 
principles to all types of citizens 
abroad. 

With all the tremendous powers 
of the mass communications media 
today, it’s a reassuring fact that 
the most effective means of com- 
municating Our values and prin- 
ciples to others continues to be 
through casual conversations be- 
tween one individual and another. 
The American tourist abroad is 
given constant opportunities to 
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talk with citizens of the countries 
he’s visiting. One way or another, 
the language barrier can usually 
be overcome. After that, it’s up 
to him. If he shows a genuinely 
sympathetic interest in the coun- 
try he’s visiting, he will find an 
equally warm interest in the 
United States. By speaking simply 
and truthfully about America and 
what it stands for, he will be 
helping himself and his-country. 


In general, I think American 
tourists. have been doing a far 
more effective job of making 
friends abroad than they’re given 
credit. for. This particularly ap- 
plies to representatives of United 
States companies traveling abroad 
professionally. The American 
businessman is usually successful 
in establishing very friendly and 
personal relationships with his 
opposite number abroad. Meeting 
on the familiar grounds of com- 
mercial operations, he can show 
most clearly his ability to give 
and take, to respect the other 
man’s point of view, to work out 
a. relationshiv that benefits both 
parties. Such contacts do more 
than anything to eliminate the 
false notions of American business 
which still linger in the minds of 
many throughout the free world. 

. But as we all know, the vol- 
ume of business travel abroad has 
its limits. There are many other 
groups whose numerical strengtn 
are far greater and whose help is 
vital in building uv a= proper 
respect everywhere for the values 
of a free society. 

Student travel is to my mind 
one of the best forms of insurance 
we have against future stagnation 
of_the mind. These young people 
are the future of our country. We 
want them to travel more and we 
want students of other lands to 
visit us. The many efforts being 
made by private and government 
groups to encourage student ex- 
change deserve all the support 
they can have. 


Good Will Ambassadors 


Meanwhile. new attention is 
being given to our regular tourists 
as potential ambassadors of good 
will. Voluntary educational ses- 
sions for those about to travel 
abroad are being organized today 
in quite a tew communities, using 
the facilities of local educational 
centers. Reaction to these has 
been enthusiastic among a high 
percentage of those planning trips 
abroad. . 

At the same- time, ‘several 
steamship companies have gone so 
far as to make short experimental 
language and other educational 
sessions available without charge 
to passengers traveling on their 
ships. They find that about 60% 
of their American passengers take 
advantage of one or more of these 
short courses and are very pleased 


with the results... We need more 
programs like this in coming 
years. 


Travel by foreigners to our own 
country is.a subject which only 
recently has begun to receive the 
attention it deserves. While ex- 
change barriers in many countries 
limit at present the volume of 
such travel. there is much effec- 
tive work which can be done to 
publicize the attractions of the 
United States abroad to those who 
can travel. We can also make sure 
that these friends from abroad are 


given a proper welcome when 
they get here. In a number of 
American communities, commit- 
tees have been set up with the 


specific purpose of giving foreign 
visitors a personal reception and 
an accurate picture of our local 
institutions, family life and gen- 
eral viewpoint. 

I hope I’ve been able to convev 
this morning one or two of the 
reasons why the term “mobility” 
appears to me so important in 
understanding the tempo of ovr 
time-mobility as it affects the 
movement of people and_ the 
movement of ideas. 

Meanwhile, it would also apvear 
that the patterns of international 


trade which we face today and 
will face tomorrow are -integrally 


tied in with this all-pervading 
fact of increased and increasing 
mobility. 

Despite many heartbreaking 


setbacks and fearful. threats, the 
cold fact is that the standard of 
living of the free world is slowly 
but steadily rising, as also is the 
worldwide demand for goods and 
services. Partly as a result, the 
level of United States exports and 
imports have been showing con- 
sistent increases. Exports, exclud- 
ing military goods, are expected 
to reach $17 billion in 1956, while 
imports will total a volume of 
about $13 billion. Both of these 
represent new records. Were it 
not for the clouded situation in 
the Middle East we could. say 
with confidence that there exists 
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a steadily growing. climate of 
mobility in international trade. 

In any event, we must be alert 
to develop this climate on all 
fronts. 


We must continue to strive for 
the. reduction of government 
regulations to the minimum con- 
sonant with good order. We must 
do all we can to stimulate general 
confidence in the judgmert, vision 
and enterprise of private business. 
We must do our full share in in- 
creasing the general welfare 
everywhere — not only to build 
long-range overseas markets and 
sources of sunplies for ourselves, 
brit also from strictly humani- 
tarian motives. We must continu- 
ally keep in mind the vast and 
new challenges that our time 
provides. 

It is on such terms that the 


, The Guiberson Corpora- 
tion —leading manufacturer 
of oil production and drilling 
equipment — joins Dresser 
Industries to form an even 


greater combination of Dresser plus® teamwork and 
experience serving the petroleum industry. Dresser 


welcomes Guiberson 
companies. Products 


to its all-star team of operating 
made by The Guiberson Corpo- 


ration are widely used in every major oil producing 


area of the world fo 


r completion of new oil or gas 


wells and for the rework of existing wells. 


Since 1919, drilling and workover crews have 
depended on Guiberson equipment. Today, Guiber- 
son offers the greatest variety of swabs on the market 


for all sizes of tubing, 


drill pipe and casing. The com- 


pany produces a complete line of permanent and 


retrievable packers 


Clark Bros. Co. 


The Guiberson Corporat 


— compressors © 
steel structures © Dresser Manufacturing Division - 


with anchors and accessories. 


Dresser-Ideco Company 
~ couplings 
drilling rigs 


ion oil-tools ¢ Ideco — 


Lane-Wells Company — technical oilfield services ¢ Magnet 
Cove Barium Corporation — drilling mud ¢ Pacific Pumps, 
Incorporated — pumps ¢ Roots-Connersville Blower Division 


- blowers © Security Engineering Division 


-~drilline bits 


Southwestern Industrial Electronics—electronic instrumentation 


“new mebility of internationai 
trade” can become a fact, rather 
than a goal. 

In conclusion let me say quite 
simply that today intercontinental 
travel and trade appear to be just 
about the best insurance we have 


against the intercontinental mis- 
sile. 


Midland Secs. Co. Formed 
In Kansas City 


KANSAS CITY, Mo. — Midland 
Securities Co., Inc., has been 
formed with offices at 1016 Bal- 
timore Avenue. Officers are M. J. 
Coen, president, and M. L. 
Thompson, secretary and treas- 
urer. Mr. Coen was formerly an 
officer of Prugh, Combest & 
Land, Inc. 
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Reyno:ds & Co to 
Admit New Partners 


Reynolds & Co., 120 Broadway, 
New York City, members of the 
New York Stock Exchange, on 
January 3rd will admit Wyatt A. 
Armfield, William A. Devlin, 
Arthur W. Geggie, Jr., Robert E. 
Palmer and Roger Vasselais to 
partnership. Mr. Armfield will 
make his headquarters in Win- 
ston-Salem, N. C. and Mr. Geggie 
in Minneapolis. 


J. A. Hogle & Co. Adds 
(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, Calif. — David 
B. McCosker is now connected 
with J. A. Hogle & Co., 507 West 
Sixth Street. 
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enétleor onl for Darssen 


Guiberson equipment for workover rigs includes drill- 
ing heads, blowout preventers, swivels, blocks, hooks 
and kellys. Important to the growing new field of lease 
automation is their exclusive new controller and a line 
of high and low pressure motor valves. 


Dresser is proud to add another outstanding com- 
pany to its integrated industrial team providing the 
oil, gas, chemical and electronic industries with 
Dresser plus #& equipment and services which have 
become the standard of comparison the world over! 


Tomorrow's Progress Planned Today! 
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Federal Reserve Failures 
In Pursuing Tight Money 


By HON. WRIGHT PATMAN* 


Chairman, Subcommittee on Economic Stabilization 
Joint Economic Committee 


Amongst the impressions gained by Subcommittee Chairman 
Patman, as result of recent money and credit hearings, are: 
(1) metal, construction and machinery industries are ‘“‘admin- 
istered price” sectors capable of defeating Federal Reserve 
policy wherein interest rate increases go into higher prices 
rather than restrict credit to prevent price rises; (2) fiscal 
and monetary authors do not coordinate; and (3) income 
inequality is being increased, and schools and small businesses 
are being by-passed. Statement declares hearings substantiate 
need for thorough reexamination of monetary system, and 
monetary policy’s role and goals. 


The Subcommittee on Economic 
Stabilization has just concluded 
nother of its periodic reviews 
esigned to check on the adequacy 
and effective- 
ness Of an 
important 
stabilization 
instrument 
general 
monetary and 
credit con- 
trols. 

At the open- 
ing of these 
hearings | 
stated that 
they were in 
no way intend- 
ed to under- 
mine or threat- 
en the Federal 
feserve System as it is presently 
onstituted. Our objective rather 
‘as to gather information as to 
ecent and current monetary and 
redit policy and its effects on 
arious segments of our economy. 

It was not originally intended to 
ssue a report or recommenda- 
on after these hearings’ but 
ather to study the record and to 
onsider it in connection with the 
nnual report of the Joint Eco- 
‘omic Committee due March 1. 

However, in view of the un- 
i recedented public interest that 
leas been manifested in the brief 
wo-days hearing and the concern 
«“f many groups about the prob- 
iems that were discussed before 
‘ne Subcommittee, I deem it ap- 
i:ropriate to issue this statement 
vhich incorporates some prelim- 

lary impressions. 





con. Wright Patman 


Agrees and Disagrees With 
Elliott Bell 

First, the two days of hearings 
served to make me feel even 
‘tore strongly than before that the 
ime is past due for a thorough 
eexamination of our entire mone- 
ary system and particularly a 
eevaluation of the role and goals 
of monetary policy. Mr. Elliott 
Bell has made an important con- 
ribution by indicating some of 
he specific areas that need study. 
|see this page—Ed.| Without de- 
tailing his suggestions here I will 
ay that I find myself in broad 
greement with Mr. Bell as to 
‘he areas that need study. As to 
he vehicle for that study. I differ 
vith Mr. Bell. Suffice it to say 
that my reasons for differing with 
him are that I believe this is an 
area where the Congress has an 
inescapable Constitutional respon- 
ibility. I believe we might well 
ombine Mr. Bell’s proposal with 
miine by having a Joint Congres- 
ional Monetary Committee 
isted by outstanding 
‘xperts in the field of 
snd public finance. 

My second impression gained 
‘rom these hearings is that there 
has been an exaggerated impor- 
ance attributed to the monetary 
nd credit powers ot the Federal 
teserve as instruments that can 
Zuarantee us stability and growth. 

Chairman Martin has made an 
nportant contribution to public 


as- 
qualified 
banking 


*Statement by Representative Patman 
a recent Subcommittee hearinvs on 
sonetary and credit preblems, Washing- 
ton, D. C., Dec. 17, 1956. 


enlightenment in once again warn- 
ing that monetary policy is “only 
one factor’ and that “it is not 
adequate to do an effective job if 
the budgetary and the fiscal pol- 
icy of the Government runs com- 
pletely counter to it.” 


Finds Lack of Coordination 

In this connection there was ap- 
parent unanimity throughout the 
hearings that the main stimulus 
to the current inflationary pres- 
sures that the Federal Reserve is 
attempting to restrain through its 
restrictive monetary policy and 
higher interest rates and the 
greatest threat to instability have 
come {rom the capital goods area, 
and. particularly from the plant 
and equipment expenditures 
boom. This poinis up a serious 
lack of coordination between the 
fiscal authorities and the mone- 
tary authority. For the expansion 
of plant and equipment expendi- 
ture was stated by the Secretary 
of the Tg@asury to be the primary 
objective of Administration tax 
policy. As he put it, “investment 
is the goose thut lays the golden 
eggs.” 

Moreover, within tne 
plant and equipment 
credit restraint has operated un- 
evenly. As Chairman Martin 
pointed out, an important advan- 
tage big firms have is their ‘“fi- 
nancial status.’ The little man 
does not have it. That means that 
when the supply of bank credit is 
restricted and commercial banks 
and other lenders must resort to 
“rationing,” they will naturally 
extend credit to those whom they 
judge to be the soundest risks, the 
big firms with “financial status.” 
The small business is in effect be- 
ing denied the right to “seram- 


area of 
spending 


“ble.” 


This leads to a third impression 
gained from these hearings. Tine 
Federal Reserve operates on the 
theory that by restraining gener- 
ally the supply of credit and 
thereby denying credit to some 
would-be capital users, it is pre- 
venting a wild scramble for lim- 
ited resources which could only 
raise prices without increasing the 
supply of resources. Ignoring for 
a moment the questionable as- 
sumption that resources are com- 
pletely inelastic, it is pertinent to 
point out thet the price increases 
that have been greatest occurred 
in metals and metal products, con- 
struction materials, and machin- 
ery. 

These are the so-called ‘“admin- 
isterecdl price” sectors. That is to 
Say price decisions are not re- 
sponsive to short-run interaction 
of supply and demand in the mar- 
ket. Instead they are fixed more 
with an eye on the probable ef- 
fects of prices and prefits on the 
attraction of new firms into the 
industry. Since in the adminis- 
tered price industries an impor- 
tant consideration is to limit the 
number of producers, it is likely 
that prices will not respond treely 
to unrestricted supply and de- 
mand forces. It is also true that 
prices will be raised on the basis 
of other factors which changes in 
the supply of credit and the in- 
terest rate will importantly af- 
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fect. Thus the price will unques- 
teonably be fixed to retiect a rate 
of return that takes into account 
the capitalization of invested 
funds at the going rate of inter- 
est. Therefore with respect to ad- 
ministered price sectors rises in 
interest rates, due to restriction of 
credit, play a more important role 
in raising prices than the restrie- 
lion of credit does in preventing 
prices from being pushed up by 
the pressure of market demand 
and supply forces. 

Conversely it is true that in the 
areas characterized by sensitivily 
to market forces of supply and 
demand, rising interest rates-are 
less likely to be passed on price- 
wise because of the sharp com- 
petitive situation that confronts 
each seller. The textile industry is 
a good example. 

It would appear that the mone- 
tary authorities do not appreciate 
sufficiently the effects of credit 
restraint in areas charaterized by 
administered prices. 

A fourth impression created by 
these hearings is that under exist- 
ing policies we have no way of 
assuring that certain social needs 
for schools, housing, highways, 
etc., do not get by-passed in the 
scramble for scarce resources. The 
machinery we rely on tor “ration- 
ing” a curtailed supply of credit 
is not primarily influenced by so- 
cial needs and priorities. The re- 
sult is that many school districts 
have had to pay excessively high 
interest rates, in some cases 
enough to buy a school that could 
house an additional 900 pupils, In 
too many instances school dis- 
tricts have had to postpone bond 
issues because of the lack of in- 
vestors. We cannot afford to post- 
pone school facilities too long, 
especially in the light of the chal- 
lenge that the Soviet Union 
making to our technological lead- 
ership. And even if this challenge 
did not exist, education as a so- 
cial need cannot be treated as im- 
personally in the allocation of re- 
sources as, say, the demand for 
racetracks or nightclubs. 

It is evident that, assuming we 
want to continue to fight infla- 
tionary forces with some measure 
of restraint on credit, we must 
decide upon the type of machin- 
ery we want to ration the cur- 
tailed supply. 

A final impression gained’ from 
these thearings is that not -suffi- 
cient attention is being given by 
the monetary authorities on. the 
harmful effects of higher interest 
rates on income distribution. The 
main concern seems to be with 
stimulating savings by offering 
higher interest rates as an induce- 
ment. It is well known that the 
man of moderate means does most 
of his savings through purchzse of 
life insurance, payment of: prin- 
cipal on home mortgages, etc. The 
really big savers are those with 
very large incomes. The effect of 
raising interest rates may well be 
to increase savings by increasing 
the income of the highest income 
receivers. This will tend to re- 
distribute income and purchasing 
power in the same uneven wavy 
that led to the widening gap be- 
tween consumption and produc- 
tive capacity in the late 1920's. 
We do not want to stimulate sav- 
ings at the expense of a wide- 
spread distribution of purchasing 
power which is the most potent 
incentive ever presented to a pro- 
spective investor. 

We must at all times be equally 
vigilart to the dangers of defla- 
tion as we are concerned now 
abeut the dangers of inflation. 


is 


Sonnenfeldt Opens 


H. Walter Sonnenfeldt is engag- 
ing in a securities business from 
offices at 217 West 231st Street, 
New York City under the: firm 
name of H. Walter Sonnenfeldt 


Company. Mr Sonnenfeldt was 
formerly an officer of Family Se- 
curities Corp. 
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Facing Troublesome Questions 
About Our Monetary Syste 


By ELLIOTT V. BELL* 
Editor and Publisher of “Business Week” 


Believing that now is the time to face up to troublesome ques- 
tions, to prevent finding ourselves confronted with immoderate 
solutions later on, editor and publisher Bell recommends carry- 
ing out Allan Sproul’s suggestion for a broad re-examination of 
our monetary system, and summarizes structural changes in 
our monetary system to substantiate the need for such an 
inquiry. In denying accusations of advocating lessened Fed- 
eral Reserve independence, Mr. Bell avers he has been “mis- 


interpreted” ; 


that he had fought for the Reserve’s independ- 


ence; and that it is “a matter of common sens¢ to bring the 

Reserve more directly into the Council, guiding the Adminis- 

tration in its economic policies,” without it losing any inde- 

pendence. Relates tight credit to tax-deductible interest costs; 

notes tight money’s effect upon record business borrowing, as 

against small business and schools, and states selective con- 
trols are a lesser evil than quantitative. 


There exists today more wide- 
spread concern and questioning 
about the working of our money 
system than at any time since the 
banking crisis 
of 1933. There 
is need for a 
basic re-ex- 
amination of 
our entire 
monetary and 
financial net- 
works to de- 
termine 
whether the 
present insti- 
tutions are 
adequate for 
present needs 
and whether 
the function- 
ing of our 
money system could be improved. 

Such an inquiry need not imply 
an indictment of our existing sys- 
tem but it would almost certainly 
aisclose daefects that need legisla- 
tive correction. 

In the past, reform and im- 
provement of our money system 
has generally been delayed until 
forced by critical events. Thus, 
the National Bank Act of 1863 
followed the Panic of 1857, which 
had been brought on by a chaotic 
money system that allowed every 
kind of wildcat ‘bank to issue 
paper money. The Federal Re- 
serve Act of 1913 was an after- 
math of the Panic of 1907 and the 
banking reforms of the _ early 
1930’s, including the establish- 
ment of the Federal Denosit Jn- 
surance Corporation, followed by 
the Banking Holiday of 1933. 

It is) normal for conservative 
economists and financiers to op- 
pose change; but if we run away 
from or try to shut our eyes to 
current problems, the cnances are 
that those problems will some day 
be dealt with by more extreme 
people and in more radical terms. 

I have in mind the sort of broad 
inquiry that has been suggested 
by Allan Sproul and others, con- 
ducted by a Presidential Commis- 
sion composed of. outstanding 
citizens. 

It is now more than 40 years 
since the last National Monetary 
Commission — the Aldrich Com- 
mission—made its report in 1912. 
In the interval, and especiaily in 
the past 20-odd years, there have 
occurred revolutionary changes 
in the structure of our monetary 
system, and equally revolutionary 
changes in our economic objec- 
tives. 

Here 
changes: 


Elliott V. Bell 


is a summary of these 


New Financing Sources 
(1) The past 20 years have 
brought the development of Fed- 
erally-chartered savings and loan 
associations which today consti- 
tute a third banking system, hav- 
ing their own central banks—the 
*Testimony by Mr. Bell bhef-~2 the 
Subcemmittee on Economic Stabh'lization 


of the Joint Economic Committee, Dec. 
10, 1956. 


Federal Home Loan Banks. It has 
brought the rise and growing im- 
portance of state-chartered sav- 
ings and loan associations; the 
entry of life insurance companies 
into large-scale lending, parallel- 
ing and competing with the com- 
mercial banks; the growth of’ 
large finance companies providing 
consumer credit, and of pension. 
funds—a comparatively new type 
of financial institution, enjoying ~ 
tax exemption and free from any 
regulation, either Federal or state. 
These pension funds now. engage 
in major financial operations and 
promise to become one of the 
most important sources of 
lendable funds in the future. 


In addition there has been an 
enormous growth of federal in- 
strumentalities such as the Fed- 
eral Housing Administration, the 
Small Business Administration 
and the Veterans’ Administration, 
which are engaged in lending or 
in guaranteeing or insuring loans. 
A report of the Hoover Commis- 
sion lists 164 such instrumentali- 
ties, created beiween 1913 and 
1955. 

About a score of them is ac- 
tively engaged in lending or in- 
suring loans in a way calculated 
to affect credit conditions and in- 
volve an intrusion upon the 
course of monetary policy. 

Some of these government 
credit intermediaries-were estab- 
lisned by Congress to carry out a’ 
social purpose such as rural 
electrification — others are more 
akin to private financial institu- 
tions. 

The question arises whether 
there is need for all these agen- 
cies ard whether their individual: 
operations are always in harmony 
with broad national policies. 


Multiplicity of Regulatory 
Agencies 

(2) The period since the bank-. 
ing crisis of the 1930’s has brought 
the development of an increased 
number of reculatory agencies. 
These now include, the Comp- 
troller of the Currency, the 48 
State Bank Supervisors, the Fed- 
eral Reserve System, the Federal 
Deposit Insurance Corporation, 
the Home Loan Bank Board and 
others. Their jurisdictions overlap 
and the coordination of policies 
followed is dependent almost en- 
tirely upon the personalities of: 
the individuals in charge at any 
one period of time. 

It was said that the banking 
troubles of tne 1930’s were due 
partly to a “competition in laxity’ 
among the various supervisory 
authorities in the booming 1920's. 
There is nothing to prevent a re- 
eurrence of such competition in 
the present boom. 

This multiplicity of regulatory. 
and chartéring authorities raises 
the question of the need for more 
uniform standards and require- 
ments to govern the establishment 
of new. financial institutions in- 
cluding branches of existing insti- 
tutions. Every commercial bank 
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in the country is a part of our 
monetary system and its lending 
and investing activities affect the 
supply ef money. Yet, the stand- 
ards of competence, character, and 
public necessity governing the 
chartering and branching of such 
institutions vary enormously. 


Lately a new complication has 
been introduced by the Bank 
Holding Company legislation 
enacted this year, which would, 
according to Governor Harriman 
of New York and the Banking 
Superintendent of that State, 
George Mooney, provide a means 
of bypassing the State authority 
with respect to branch banking 
and the concentration of banking 
power. 


Changing Goals 


(3) There is need to reexamine 
the task now expected of mone- 
tary and fiscal policy in this coun- 
try. When the Federal Reserve 
was established, its primary pur- 
pose was to provide an elastic 
currency geared to commercial 
paper. Today, we are committed 
to a national program which calls 
for Government action to promote 
high-level employment and to 
Maintain economic stability. In 
carrying out these objectives, 
monetary policy has a large role 
to play. Is the Federal Reserve 
System adequate to play its part; 
have its responsibilities in this 
connection ever been clearly de- 
fined so that either the members 
of the Federal Reserve Board or 
anyone else can know what its 
obligations actually are? What 
should be the relation between the 
Federal Reserve and the various 
other Governmental agencies 
which extend or guarantee credit 
or regulate financial institutions, 
and with the Treasury? Is there 
need for new arrangements to 
provide for consultation and col- 
laboration among these various 
agencies? 

I ventured recently to suggest 
the desirability of a National Eco- 
nomic Council which would func- 
tion in respect to economic poli- 
cies somewhat as the National 
Security Council functions with 
respect to defense policies. [See 
“Chronicle” of Nov. 1, 1956.—Ed. | 


Pleads Misinterpretation 


In some quarters this suggestion 
has been misinterpreted as an as- 
sault upon the independence of 
the Federal Reserve System. I 
cannot see it that way. The sug- 
gested Council could be established 
by Congressional action, as was 
the National Security Council, or 
it could be created by the simple 
act of the President in inviting 
the appropriate individuals to 
participate. In either case, I can- 
not see why the essential in- 
dependence of the Federal Re- 
serve should be endangered. That 
independence, as I see it, simply 
means that the Federal. Reserve 
must not be compelled in peace- 
time to use its credit-making 
powers to facilitate the Treasury’s 
financing needs as was done in 
two world wars. 


But apart from Treasury-Fed- 
eral Reserve relationships, it 
would, it seems to me, be a matter 
of common sense to bring the 
Federal Reserve more directly in- 
to the Councils guiding the Ad- 
ministration in its economic poli- 
cies. 

I do not have so low an opinion 
either of Governor Martin or of 
President Eisenhower as to think 
it would be impossible for the 
former to counsel with the latter 
without losing his independence 
If, however, it is felt that the 
Federal Reserve Board is so sensi- 
tive that contact with the Presi- 
dent would corrupt it, then I sug- 


gest there might usefully be 
formed a National Economic 
Council without regular rep’e- 


sentation by the Federal Reserve 
Board. In this event, the Fed 
might be invited to send an ob- 
server with the express under- 
standing that he could sit near 


an open door readv to fly to the 
sanctuary of Constitution Avenue 





if he felt the danger at any point 
of political contamination. 


Inequitable Pay and Other 
Questions 

(4) For some years, there has 
been controversy concerning the 
relations between the Federal Re- 
serve Board and the Federal Re- 
serve Banks. There have been 
differences of viewpoint as to the 
composition of the Federal Re- 
serve Board, the term of office 
of Board members and the rate 
of compensation received by them. 
During the first 20 years of the 
existence of the Federal Reserve 
System, the Board in Washington 
was relatively unimportant and 
relatively impotent. The Federal 
Reserve Banks, especially the 
Federal Reserve Bank of New 
York, were dominant. 


In the reforms following the 
Banking Holiday of 1933, this 
situation was abruptly reversed. 
Power was shifted to the Board in 
Washington and taken away from 
the regional banks. And yet the 
President of the Federal Reserve 
Bank ot New York is paid about 
three times as much as the Chair- 
man of the Board of Governors otf 
the Federal Reserve Sysiem. Thi: 
is an anomalous situation. If the 
board is 10 be aominazit, tne ques 
tion is relevant whether the com- 
pensation paid to meimbers ot tne 
Board shouid not be at least suf- 
ficient to make it possible ta 
persuade a man who has dis- 
uunguisned nimself as president ot 
a regional bank to go on to Wasn- 
ington as a member ot the Board. 
At present this is almost impos- 
sible. 

Study should also be given t 
the question of whether it is de- 
sirable to continue a four.een- 
year term for members of the 
Board of Governors: whether the 
Chairman of the Board snoula 
serve at the pleasure of the Presi- 
dent who appoints him; whether 
his term should co-terminous with 
that or the President; whe.her he 
should have more authority over 
other members of the Board than 
he now has; whether the entire 
Board setup should be altered and 
replaced by something more akin 
to European central bank organi- 
zations in whicn the system is 
headed by a Governor or Chair- 
man assisted by various deputies. 

There have been differences of 
opinion between the System and 
its member banks about the level 
of Reserve requirements. There 
has been serious disagreement 
within the System over open mar- 
ket operations. There is confusion 
and inconsistency with respect to 
the System’s responsibilities 
towards the Government securi- 
ties market. All these questions 
and controversies need to be ex- 
wmined. 


Selective Controls as a 
Lesser Evil 


(5) There is need 
the role of selective 
trols as an instrument of national 
monetary policy. No one likes 
selective controls. Yet, they can 
be made to work. An outstanding 
exampie of this is the selective 
control of security credit through 
margin requirements. There are 
times when selective’ controls 
mignt prove to be.a lesser evil 
thaf over-all quantitative credit 
restriction. For example, when 
instaliment credit seems to be ex- 
panding too fast, it might be bet- 
ter to have a regulation tightening 
up the terms of installment credit 
rather than putting a stranglehold 
on the entire economy through an 
over-all tight money policy. 

Il appreciate that there are dan- 
gers of bureaucratic interference 
with free enterprise in the use of 
selective controls but I believe 
there will ultimately prove also 
to be great dangers in the attempt 
to stabilize our economy through 
the violent alternations of dea 


money and cheap money we have 


seen in recent years. 
(6) There is need 
plore tne possibility of compensa- 
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tory fiscal policies, such for ex- 
ample as variable depreciation, as 
instruments contributing to eco- 
nomic stability. This might con- 
ceivably be a means of spreading 
out a capital expansion boom like 
the present, which tight money 
thus far does not seem to have 
affected. I understand this device 
is employed in the Netherlands 
so there is means of learning how 
useful it has been in actual prac- 
tice. 


Record Bank Loan Expansion 


(7) Other questions that need 
study include the effects upon 
quantitative credit control of high 


ih 
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taxes and of a large outstanding 
Government debt. 


It has become apparent in re- 
cent months that rising interest 
rates present no serious obstacle 
to large and profitable corpora- 
tions. Since interest paid is a tax- 
deductible expense, a prime rate 
of 4% costs the corporate bor- 
rower less than 2%. Even a rate 
of 8 or 9% would cost the large 
corporation after taxes less than 
municipalities are now paying for 
money to build schools. 

On the other hand, the corpo- 
ration that is in trouble, operating 
in the red, is directly penalized. 

It has also been noted in the 
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Just a little help 
can keep things going 


small loan to keep things going. 


‘Three Ouarters of a Billion Dollars. 
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past year that the existence ec? 
a large Government debt, consti- 
tuting a major part of the asse's 
of the country’s financial insti- 
tutions results in a pronounce 
lag in the effectiveness of a tighsé 
money policy. 

Although the Federal Reser: 
has been following a_ stringe? 
credit policy for well over a yen”, 
and has prevented virtually anys 
expansion of the money supp'y, 
bank loans have expanded to re +- 
ord levels. 

An explanation of this appes: + 
in the condition statements c# 


Continued on page 2’? 





——— —_—-- 





In these days of high employment and general economic good health, 
the threat to a family budget is not so much a complete breakdown as 
momentary stalling. When this happens perhaps all that is needed is a 


The Beneficial Finance System makes such loans available. Beneficial has 
more loan oflices in number atid spread over a wider territory than any similar 
organization. During 1956 Beneficial made loans amounting to nearly 


.a BENEFICIAL loan is for a beneficial purpose.” 


} (- 
: 4 (TOT 2Ceé * 
Beneficial Building, Wilmington, Del. 


MORE THAN 1000 OFFICES IN THE UNITED STATES, CANADA, HAWAII AND ALASKA 
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Stocks held _ reasonably 
buoyant on an overall basis, 
the steels continuing to lead 
on strength this week. But 
with a short week for trading, 
the market was unusually 
filled with cross-currents as 
the inevitable cleaning up for 
the year-end reached peak 
proportions. 


Strength Selective 

Strength was rather selec- 
tive, particularly in the pe- 
troleum section, and the per- 
sistent heaviness of recent 
months in the rails, some of 
the motors, and nonferrous 
metals was the rule generally, 
with an occasional respite. 

Guarded optimism was still 
preponderant. The list al- 
ready had one almost exces- 
sive rebound from the heavy 
load of tax selling that fea- 
tured the stalemated market 
this year. This served mostly 
to bring on some additional 
pressure in the nature of 
profit taking but the list held 
reasonably close to its recov- 
ery peak nevertheless. 

If the reinvestment demand 
that this should inspire makes 
its appearance any time now, 
the year-end rally could have 
one more good fillip before 
the list settled back to more 
basic considerations. The 
great stress being put by 
technicians on the ability of 
the industrial average finally 
to negotiate the 500 level ap- 
pears to have generated con- 
siderable caution even in 
reinvestment circles. The 
ability of the average to 
punch through decisively ob- 
viously would spur the year- 
end rally that much more. 

Rails continue to be the 
laggard group with convic- 
tion, still with a gap of 
around 10 points to go if they 
are going to show a plus sign 
for the year. Nor is there 
much in the way of antici- 
pated news that is left to help 
them along. 


Chemical Sprint 

Chemicals fora change 
were able to put up a some- 
what better showing and 
du Pont which had one of the 
harder falls around — from 
$237 to around $175 — was 
able to join the sprinters on 
the strong side at times as the 
talk was revived of splitting 
the stock. This was enough 
to enable the issue to bounce 
a score of points from its low 
but solved little for the long 
pull since lower earnings for 
the colossus are pretty well 
assured for this year. 


An Interesting Off-Beat 
Issue 
Some culing in off-beat 
lanes continued with issues 
like Brunswick - Balke - Col- 
lender appearing on the lists 


of recommendations. Bruns- 
wick was a bit tardy in enter- 
ing the bowling alley pin- 
setter business but has made 
rapid strides and original in- 
stallations for next year 
promise a good earnings prop. 
In fact, the company projec- 
tions are that it should be 
able to add a couple of dollars 
next year to earnings of 
around $5.50 this year. 

Brunswick was also a bit 
tardy in the diversification 
race but since the century- 
old establishment decided a 
scant four years ago to get 
into the act, considerable 
progress has been made. Cur- 
rently the company, which 
for half of its corporate life 
concentrated mainly in bil- 
liard lines, is a factor in 
school furniture and equip- 
ment and in defense products, 
including plastic domes as 
well as other components for 
planes. The stock itself has 
had a mundane market life 
and even lately has shown 
little life against anticipated 
financing that will have to 
be done. There has been little 
discounting, consequently, of 
the good boosts in sales and 
earnings due this year as 
well as next. 

About the heaviest weight 
affecting individual issues 
lately, apart from downright 
dour specific news, is the 
obvious need in many cases 
for new financing to pay for 
expansions already under- 
way. The spectre of dilution 
of earnings appears to be ex- 
tremely unpopular and rides 
roughshod over the fact that 
increased earnings are in- 
evitable sooner or later be- 
cause of the expansions. 


An Outstanding Chemical 

One issue that was able to 
turn around and make some- 
thing of a stand when the 
company reported officially 
that no outside financing is 
necessary for at least two 
years, if not more, is Ameri- 
can Cyanamid. This had been 
carried backward to a degree 
by the general chemical heav- 
iness but the company was 
able to show independent 
strength within the last cou- 
ple of weeks and post that 
rarity in its section — a new 
high price for the year. 

There is even more solid 
backing for Cyanamid’s ac- 
tion than the others—it hasn’t 
been afflicted by the whittled 
carnings common in the 
group. Earnings have been 
projected for this year at 
better than $5, including 
about a dollar of nonrecur- 
ring profit, against $4.07 last 
year which is a far better 
holding action than most 
show. The, company .is well 
up in the ranks of producers 
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Harold L. Bache Looks at 1957 


. Investment firm head offers year-end commentary and pre- 
dictions for 1957. 


“To perhaps a greater degree than ever before, the free world 
will turn to America in 1957 for material and technical aid and, 
perhaps most important of all, for moral guidance,” according to 
Harold L. Bache, senior partner of the investment firm of Bache 


of wonder drugs, its Lederle 
Laboratories now accounting 
for better than a fourth of 
sales. 


“Tax-Sold” Bargains 

A popular hobby of the 
week was hunting out lists 
of issues most severely de- 
pressed by the year-end tax 
selling, several such offerings 
running two-score to- half a 
hundred issues with a good 
bit of repetition in . them, 
obviously. _ 

Among the usual repeaters 
on such types of Lists were 
Alco Products; Allied Stores; 


Bridgeport Brass; Crane Co.; : 


Sperry Rand; Olin Mathieson 
Chemical, and Radio Corp. 
Even some of the rails were 
“regulars” on such lists, 
largely because they show 
yields well above the money 
market level and on_ that 
basis, at least, could be classi- 
fied as bargains. Gulf, Mobile 
& Ohio was one such, its re- 
cent price representing a re- 
turn in excess of 8‘7. South- 
ern Pacific was another 
frequently spotted, again 
probably in large measure be- 
cause of its 6'2'. yield. 
Both the electronic-video 
fields and the motion picture 
industry were represented on 
such “bargain” lists - when, 
like in Admiral, Paramount 
Pictures and Twentieth Cen- 


tury-Fox, the return offered: 


was running’7‘+ or better. 


‘been 


An Atomic Strong Spot 

American Potash is an is- 
sue usually broadly classified 
with the chemicals but in 
some ways the company is an 


odd member of the group. Its’ 


heavy participation in boron. 
and lithium products make it 
something of an atomic item 
since these have important 
uses in atomic energy and 
guided missiles. These and 
its heavy line of potash prod- 
ucts helped it boost earnings 
moderately in the _ reports 
issued so far this year. Unlike 
the prime chemical issues, 
Potash has been able market- 
wise to hold much closer to 
its year’s peak than the low. 

Another exception might 
be Pittsburgh Steel which so 
far has failed to run _ to 
lengths quite as optimistic as 
other steel issues. In fact. on 
its fourth quarter results 
Pittsburgh has been available 
at less than five-times-earn- 
ings which is a conservative 
pricing against the mean for 
the group. Pittsburgh until 
recently was considered a 
marginal company, which 
could account investor 
apathy, but lately the com- 
pany has changed its nature 
drastically with major expan- 
sion and modernization pro- 
grams. 

|The views 
article do not 


for 


expressed in this 
necessarily at any 
time coincide with those of the 
“Chronicle.” Theu are presented 
as those of the author only. |] 
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“If these commitments are to be met suc- 
cessfully, as I am confident they will be,” he 
said, “this country must increase its productive ~ 


capacity, 


resist the 


forces of inflation, and 


preserve industrial peace.” 
“The securities industry,’ Mr. Bache said, 


‘should enjoy a prosperous year 


in 1957— 


possibly a better one tuan in 1956. 


“My 


reason for this prediction,” 


he ex- 


plained, “is that I see increasing signs that the - 


educational 


program of the financial com- 
munity is beginning to bear fruit. 


More and 


more people are coming to the realization that 
there is no better investment than the owner- 


ssaruiu L. Bache 


ship of a share of American industry.” 


Expressing confidence in America’s ability 
to meet the many perplexing problems which 

must be solved in the coming 12 months, Mr. Bache said: 
“In my opinion, the tremendous popular vote registered by 
President Eisenhower last November reflected the desire of Ameri- 


cans of all classes for peace with honor. 


They expressed their 


deep-seated conviction that our President, who has known at first 
hand the horrors of war, is better equipped than anyone else to 


preserve the peace.” 


Davis to Retire As 
Harriman Ripley Pres. 


Because of poor health, Pierpont 
V. Davis will retire Dec. 31, 1956 
as President of Harriman Ripley 
& Co., Incorporatcd, 63 Wall St., 
New York 
after a 
distinguished 
career of over 
50 years in 
the investment 
banking busi- 
ness, it has 
an-- 
nounced. He 
has been 
elected Hen- 
orary Presi- 
dent, and co- 
tinues as 
director of the 
company. 

With Joseph 
P. Ripley, Chairman of the com- 
pany, and the late Horace C. Syl- 
vester, Mr. Davis took an active 
part in the organization of Harri- 
man Riplev & Co., which was 
formed in 1934 under the name of 
Brown Harriman & Co., Incor- 
porated: the name of the com- 
pany was changed Jan. 1, 1939 to 
Harriman Ripley &¥#Co., Incor- 
porated. 

Mr. Davis graduated from Yale 
College in 1905. In the following 
year he entered the investment 
banking business with the New 
York Stock Exchange firm of 


Pierpont V. Davis 


Plympton Gardiner & Co. In 1917 


he became associated with The 
National City Company as head 
of the Reilroad Departnent, and 
was elected Vice-President in 
January 1919. He continued in 
that capacity until he resigned in 
1934 to take part in the formation 
of the present firm of Harriman 
Ripley & Co., Incorporated. He 
was elected President of the com- 
pany in 1942. 

Mr. Davis has been active. in 
railroad financial affairs for many 
years. At various times since 1917 
he was a director of several rail- 
road companies He is now a di- 
rector of tae Wabash Railroad and 
a member of its Finance Com- 
mittee, and is a director of several 
of the Wabash subsidiaries. 

During the 1930’s he served as 
a member of the railroad bond- 
holders’ protective committee of 
the Seaboard Air Line, the St. 
Louis-San Francisco and the Flor- 
ida East Coast. 

Mr. Davis has been a @Girector 
of National Distillers Products 
since 1936, and a trustee of the 
Dry Dock Savings Bank since 1925. 
He has becn a trustee of the Pres- 


byterian Hospital since 1942, and 
is Chairman of the Chaplain’s 
Committee and a member of the 
Finance Committee. He has been 
a director of the Beekman-Down- 
town Hospital since 1935, and was 
formerly Chairman of the Finance 
Committee. He is a Vestryman of 
Trinity Church in New York City 
and Chairman of the Investment 
Committee. He. is Vice-Chairman 
of the Episcopal Church Founda- 
tion, and a director of the Phil- 
harmonic-Symphony Society of 
New York, and a trustee of the 
Bach Choir of Bethlehem, Pa. 

Mr. Davis was President of The 
Bond Club of New York in 1929- 
30, and was for several~ years 
Chairman of the Railroad Securi- 
ties Committee of tne Investment 
Bankers Association. He is now 
Chairman of the Railroad Ad- 
visory Committee. of the National 
Association of Securitres Dealers. 

Mr. Ripley, Chairman of the 
company, continues as its chief 
officer. 


Boynicn Heads Dept. 
For G. F. Childs Co. 


The organization of a Corporate 
Securities Department by C. F. 
Childs & Company, 1 Wall Street, 
New York City, “oldest house in 
America spe- 
cializing in 
Government 
securities,” 
has been an- 
neunced by F. 
Newell Childs, 
President of 
the firm. The 
new  depart- 
ment will be 
under the di- 
rection of El- 
wood D. Boyn- 
tun, who has 
been closely 
asociated with 
the corporate 

for over 20 
most recently with Hall- 
garten & Co. Mr. Boynton has 
been elected a Vice-President of 
C. F. Childs & Co., effective Jan. 
2. 1057. 

“This is simply a step in di- 
versifying our highly specialized 
cperations and offering to our 
institutional customers a more 
complete service,” Mr. Childs 
said. “We will continue to be 
closely concerned with the money 
market and securities of the U. S. 
Government.” 

Prior to his association with 
Haligarten & Co., Mr. Boynton 
was a Gdirector of H. F. Boynton 
& Co. and a partner. of Laird, Bis- 
seH. and Meeds. 


Elwocd D. Boyntoa 


securities business 


years, 
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Gerald Loeb Previews 1957 Stock Market 


Well-known stockbroker-author offers firm advice regarding 

stock buying in coming year. Says policy of patronizing the 

leading institutional selections “‘is a tactic that promises to be 
unprofitable in 1957.” 


“Although cash has been losing purchasing power in recent 
years, it should nevertheless be conserved for favorable. buying 
opportunities that may develop during 1957,” advocated Gerald M. 
Loeb, partner of E. F. Hutton & Co., New York City, in a year-end 
statement on the stock market and its outlook. 
He added that many stocks have passed from 
strong to weak hands in 1956, and according 
to his estimations this may lead to a downward 
tendency in the forthcoming year. 

“A proper degree of liquidity may, for the 
first time in years, be the determining factor 
in one’s market profits,’ stated the stock- 
broker-author of “The Battle for Investment 
Survival.” 

“Shrewd investors are adjusting their 
market attitude (1) in investment thinking; 
(2) in individual holdings; (3) in equity-cash 
ratio. They are approaching the coming year 
more liquid and with an expectation to modify 
ingrained views regarding blue chip retention 
and purchase. They realize that we seem to be 
heading for a change of market favorites.” 

He proclaimed alertness as a watchword for 1957. “This im- 
plies,” he explained, ‘“‘a keener awareness of stock movements and 
a willingness to sell when cash is preferable.” 





G. M. Loeb 


Stock Performance in 1956 

Recounting the stock market’s performance in 1956, Mr. Loeb 
described it as one of ‘backing and filling at a historically high 
level.” He saw individual issues moving in diametrically opposite 
price paths with many declining. “As a result,” he concluded, “it 
is likely that more investment accounts displayed a net loss than 
a net gain for 1956.” 

Mr. Loeb cautioned those who have been riding the bull mar- 
ket to higher altitudes simply by patronizing the leading insti- 
tutional selections. He declared, “Just plain buying and sitting 
with the best, which has paid off well in the past decade, is a 
tactic that promises to be unprofitable in 1957. It would be wise 
to wait and weigh all decisions on new commitments. 

“There may be improved sentiment among buyers due to 
current events or inflationary factors, or to increased consumer 
buying. But it is unlikely that the market will soar sufficiently 
to establish a new level above the overhanging clouds.” 

He felt that next yeur’s stocks can be selected to better ad- 
vantage later in the period after the market has “stabilized and 
proved itself.” 

“The major motors should fare well,” continued Mr. Loeb, “if 
current indications are borne out that they will receive a larger 
share of the consumer dollar than in recent years.” 








NASD District No. 10 Elects Three 


CINCINNATI, Ohio. — Announcement has been made of the 
election to NASD’s District Committee No. 10 (Kentucky, Ohio) 
of the following: 





Russell Ebinger August Lorenz W. Power Clancey 


August Lorenz, Lorenz & Co., Columbus; W. Power Clancey, 
W. P. Clancey & Co., Cincinnati, and Russell Ebinger, Almstedt 
Brothers, Louisville. 

Mr. Lorenz entered the securities business in 
he became a general partner in Stevenson, 
Lorenz and in 1942 formed his own firm. 

Mr. Clancey started in the investment business in 1919. He 
served as Manager of the Bond Department of the Bank of Cin- 
cinnati 1925-1930, and formed.the partnership of W. P. Clancey 
& Co. in 1930. 

Mr. Ebinger joined the Bond Department of the Louisville 
National Bank in 1922. He served with several securities houses 
in New York prior to returning to Louisville with Smart & Wagner 
in 1931. He was President of Wagner, Reid & Ebinger, Inc., from 
1950 until 1956 when this firm joined Almstedt Brothers with 
whom he continues as registered representative. 


Francis Lauro Opens . 


HOLLIS, N. Y. — 


1912. 
Vercoe, 


In 1926 
Fuller & 


— 


Form Empire Inv. 
DENVER, Colo. — Empire In- 
vestment Co. has been formed 
with offices at 2492 South Hum- 
boldt Street to engage in a secu- 
rities business. Officers are 
George Stroud, president; Cari W. 
Herman and Lee P. Adas, vice 
presidents; and Virginia i 
Stroud, secretary-treasurer. 


Place. 


Dumont Secs. Formed 


engage in a securities business. 
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Francis G. 
Lauro is conducting a securities 
business from offices at 9017 195th 


Dumont Securities Corporation 
has been formed with offices at 
80 Wall Street; New York City to 








Bank and Insurance Stocks 
By ARTHUR B. WALLACE: 


This Week — Insurance Stocks 


The Phoenix Insurance Company, Hartford 


This company was incorporated in 1854 under Connecticut 
law with an authorized capital of $200,000. Originally its writings 
were limited to fire, inland navigation and ocean marine, but 
expansions in the lines written later took place so that ultimately 
all classes of business were written, except life. In 1911 a start 
was made on the organization of a fleet with the acquisition of 
Equitable Fire Marine Insurance Co. of Providence. Other com- 
panies were brought into the group, and today there are five 
members after the absorption in the past two years of three of 
the -units. 

The company operates in all states and in Canada. Its casualty 
business is relatively small, as it initiated casualty lines only in 
1950.. There is a large agency plant; numbering about 13,000; 
and Phoenix ranks as a group among the 25 largest in the country. 

The principal lines written, with the growth in net premium 
volume between 1951 and 1955 year-end, follow: 























1951 1955 

RO eae es eee, $32,878,008 $31,656,000 
Extended Coverage ___ 7,177,000 9,805,000 
Ocean Marine —__-___-_- 2,563,000 2,368,000 
Inland Navigation ___ 9,874,000 10,507,000 
Auto Bodily Injury__- 171,006 3,275,000 
Auto Piysicai ....... 9,405,000 11,838,000 
Miscellaneous _______- 1,494,000 8,908,000 

$63,562,000 $78,357,000 


This was a gain in premium volume of about 25%, about in 
line with the general growth trend of this conservative company. 

Distribution of the company’s assets as of Dec. 31, 1956, was 
as follows: 


ee ee ee ee eek an td. en Same a 3.7% 
U. S. Government Obligations_______._. 15.9 
Other Bends ....2-.<4- Beers eee . Sa eee 
Preferred Stocks ___- eat = eS) LET 1.8 
Common Stocks —....-.-- Ramee arse bee 
Caer tavesnmenté......<..--.....-... 22 
Otner ASSetn . 2545--506-56- she el 6.5 


The holdings of stocks were carried at that date at $109,987,000; 
their cost was $29,759,000. Among the larger holdings of common 
stocks (aside from the stocks of affiliates) were: 30,000 American 
Gas & Electric; 28,000 American Natural Gas; 28,600 First National 
City Bank, New York; 36,594 Dow Chemical; 9,400 du Pont; 
49,140 General Electric; 33,300 General Motors; 24,000 Goodrich; 
20,948 Gulf Oil; 6,920 International Business Machines; 23,000 
Socony Mobil; 23,332 Standard Oil of New Jersey. 

On only four occasions in the past 25 years were underwriting 
results not on a truly profit producing basis. Two ot these poor 
years were 1954 and 1953, and resulted. to an important degree 
from the hurricane devastation of those years on the northeast 
coast. The introduction of deductibles in the extended coverage 
line, under which hurricane losses are included, is expeeted to 
bring substantial “improvement in, this line, as appears now to be 


the. general industry expectation. Also, some favorable rate 
adjustments have been ordered. 
Phoenix has wide geographical diversification of its risks. 
Of its $40,411,000 in direct writings in 1955, New York State 
showed the largest volume; $6,156,000; Illinois was next with 
$3,153,000. 
TEN-YEAR STATISTICAL RECORD—PER SHARE* 

Liq. Adj. Und. Invest. Fed. Net Price Range 

Value Profit Income -. Taxes Earn. Dividend High Low 
1946° $66.77 —$0.32 $2.15 -__._ $1.83 $180 59% 43% 
1947 62.66 0.49 2.24 $0.05 2.69 1.80 57 4314 
1948 65.49 2.03 2.36 0.25 4.14 1.80 54 44%% 
1949 76.07 4.17 2.69 1.36 5.50 2.10 6234 48 
1950 83.76 1.63 2.98 0:73 3.88 2.29 63% 47% 
1951 90.41 0.62 3:17 0.11 3.68 2:25 63% 5515 
1952 96.92 2.36 3.27 0.71 4.92 2.25 78 60°4 
1953 97.97 0.21 3.68 0.07 3.82 2.55 813, 66 
1954 119.50 —2.15 3.84 0.14 1.75 2:55 99 6814 
1955 129.84  —1.02 4.01 0.21 2.78 3.00 98 ya 


*Adjusted for stock dividends of 33'42°% in 1954 and 25% in 1950, 

Dividends—Except for the years 1872 and 1873 payments have 
been maintained without a break. Since organization total cash 
payments have totaled $71,869,000; stock $4,100,000. The present 
annual rate ‘is $3; and at a current market price of about 66'2 the 
yield is approximately 4.51%. 

In the decade ended with 1955 the company’s underwriting 
profit margin averaged 4.2%. Investment income increased by 
116% in the period; and there was a price appreciation of 65.9%, 
‘allowing for the adjustment for stock dividends in each case. In 
this decade there was an increase of approximately $45,682,000 in 
the portfolio valuauon. The exposure is low. At the end of 1955 
unearned premium reserve to capital funds (policyholder’s surplus) 
stood at 0.36 to 1.00, a very ratio, one that 
permits an- increase in premium volume if management deems 
this to be advisable. In the ten-year period the gain to the share- 
holder was $91.49 a share, or an average of $9.15 per annum. 

The stock of Phoenix Insurance has wide acceptance among 
institutional investors. 


conservative and 
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Bank of Montreal 
Hart Gen. Manager 
Jensen Exec. V. P. 


MONTREAL, QUE. Canada — 
The appointment of G. Arnold 
Hart as general manager of the 
Bank of Montreal, effective Janu- 
ary 1, succeeding Arthur C. Jen- 
sen, who becomes executive vice 
president, has been announced by 
Gordon R. Ball, president of the 
bank. 


Mr. Hart has held a wide vari- 
ety of important posts since World 
War II. After five years with the 
Canadian Army, he became sec- 
retary to the bank’s former presi- 
dent, the late George Spinney. 

Later he served as_ assistant 
superintendent at Calgary, as 
manager at the Edmonton main 
office, and as an agent at the 
bank’s New York office. Three 
years ago, after an extended trip 
through the Far East as a special 
representative of the bank, he was 
made a superintendent at the 
head office. In the following year 
he became an assistant general 
manager and last April was made 
deputy general manager. 

Mr. Jensen, who has been gen- 
eral manager for the past four 
years, becomes executive vice 
president after a banking career 
extending over 42 years. For the 
past two years he has been a vice 
president of the bank. He is also 
a vice president of the Canadiaa 
Bankers’ Association. 


Eberstadt Places 
Braniff Airways Bonds 


Braniff Airways, Inc., it was an- 
nounced on Dec. 21, has arranged 
to place privately with certain 
institutions $40,000,000 of 4%4% 
equipment mortgage sinking fund 
bonds due, July 1, 1976. Of this 
amount, $15,000,000 will be sold 
by the company not later than 
June 28, 1957, and an additional 
$20,000,000 not later than April 28, 
1961. All or part of the remaining 
$5,000,000 may be sold on or be- 
fore April 28, 1961. 

F. Eberstadt & Co. represented 
the corporation in negotiating 
contracts for the purchase of the 
new bonds. 


Joins Jones Cosgrove 
(Special to THE FINANCIAL CHRONICLE) 
PASADENA, Calif. — Robert 
D. Coffman has become affiliated 
with Jones, Cosgrove & Miller, 81 
South Euclid Avenue, members of 
the Los Angeles Stock Exchange. 


NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26 Bishopsgate, 
London, E. C. 2. 

West End (London) Branch: 
13, St. James’s Square, S. W. 1. 
Branches in India, Pakistan, Ceylon, 
Burma, Aden, Kenya, fanganyika, 
Uganda, Zanzibar, and Somali- 
land Protectorate. 





Authorized Capital____£4,562,500 
Paid-Up Capital__-_-~-- £2,851,562 
Reéestrve Fund____-_--~~- £3,104,687 
The Bank conducts every description of 
banking and exchanze business. 
Trusteeships and Executorships 
also undertaken 








BANK 


INSURANCE 
STOCKS 


Laird, Bissell & Meeds 


Members New York Steck Exchange 
Members American Steck Exchange 
126 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading De>t.) 
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| Railroad Securities 





— By GERALD D. McKEEVER = 





Freight Rate Increases vs. Wage Increases 


On Dec. 17 ICC announced “‘e 
creases for two territorial groups of railroads. The so-called 
Eastern roads ed the full 7% applied for but the Western 
roads were given only a 5% increase. The reason for this dif- 
ference, the Commi: explained, was to restore the relation- 
ship betweer the rates of return investment of the roads in 
the two sections to what it was at the time the general 6% 
increase was granted last March 7. Nothing wes done at this 
time, however, as to the lication of the Southeastern roads for 
the 7% increase. These roads filed late and their application will 
be dealt with separately 

The Eastern roads are strictly those sei 
of the Potomac and East of the Mississippi, 
hontas roads, the C. & Q@.; Norfolk & Western, and Virginian are 
also included with the Eastern group in the case of this rate 
increase. The Western roads are those operating west of the 
Mississippi. 

The following tabulation 
between the freight rate 


the mergency” freight rate in- 


recely 


S$1o! 


Or) 


ap} 


ving territories north 
but the three Poca- 


showing the theoretical relationship 
increases and the wage increases is con- 
sequently divided into the two sections considered in the rate 
increase award to date, each including tne roads whose territories 
are principally in the respective sections. There is odviously a 
small amount of over-lapping in the Western group in the case of 
the roads entering Chicago but this is relatively unimportant since 
the rute increase figures do not purport to be exact anyway. ‘They 
are based on a horizontal application of the percentage increases 
in each case whereas the full increases will scarcely be enjoyed 
in any instance due to hold-downs and rate concessions and ad- 
justments, and these factors will affect some rcads more than 
others. For instance, it was stated by the President ot the New 
York Central on Dec. 18 that the freight rate increase will just 
about even the wage increases in the case of this road. The tabu- 
lation is mainly useful for comparative purposes. 

The purpose of the emergency freight rate increase is to off- 
set the wage increases that became effective as ot Nov. 1 and 
which are or will be made retroactive to thai date. The roads 
have settled with the non-operating unions but the settlement 
with the operating “brotherhoods,” which embrace about a third 
as many employ ees as the “non ops,” is still pending. The cal- 
culations in the tables to follow are based on equal treatment for 
all—viz. about a 6% wage increase and both indicated increases 
are on an annual basis. 


I—EASTERKN ROADS 


3% Freight 12!2c Hr. 
Rate Incr. Wagelncr. 
+ + 


Per Share 
Rate Incr. Wage Incr. 
$ + 


“$5.37 
2.75 
4.20 

*1.60 
2.50 
1.38 
2.08 

“4 Ze 

*3.00 

*1 30 
2.75 

*1 28 

*1 93 

“2.80 
+3 24 
*2.42 


Baltimore & Ohio- 
Bangor & Aroostook _- 
Boston & Maine-_- 
Chesapeake & Ohio 

Chicago & Eastern I)}linois_-- 
Delaware, Lack. & Western_~_ 
Erie RR. aiaara 
Lehigh Valley ____--- 

New York Central-_ 

New York, chicane & St. more 
N. Y., New Haven & Hartford 
Norfolk & Western. 
Pennsylvania RR. ~-. 
Reading Co. 
Virginian Ry. 
Western Maryland 


$12.9 
0.36 
2.8 
10.0 
1.1 
2.9 
5.2 
2.2 
25.4 
4.6 
4.9 
5.1 
31.1 
3.9 
0.9 
1.3 


“$34.5 
1.0 
4.7 

“26.5 
2.1 
4.8 

10.5 
*4.5 

*41.5 

“11.6 
6.3 

*13.9 

*§2.8 

8.1 
*4.2 
es 


$2.43 
0.96 
2.45 
‘0.60 
1.26 
0.84 
1.02 
0.72 
1.88 
0.54 
2.16 
0.43 
1.14 
1.35 
0.34 
0.92 


“Probably particularly unrealistic because of 
+Approximate millions before tax. 


‘“hold-downs” on ceal. 


SAtfter applying 52% Fed. 


II—WESTERN ROADS 


5% Freight 12%2¢ Hr. 
Rate Incr. Wage Incr. 
: . 


+ 


Income Tax rate. 


Per Share———— 

Rate Incr. Wage Incr. 
$0.32 
1.03 
1.74 
4.27 
0.93 
0.82 0.43 
0.96 0.63 
2.26 0.75 
0.67 0.44 
1.90 1.36 
3.30 2.32 
6.0 0.80 0.58 
3.9 1.67 1.06 
21.6 1.57 1.15 
14.3 0.48 0.32 


$0.49 
2.18 
2.40 
4.66 
1.53 


Atchison, Topeka & Santa Fe $24.5 
Chicago Great Western. 1.6 
Chic., Milw., St. Paul & Pac. 9.7 
Chicago & North Western 8.0 
Chicago, Rock Island & Pac. 8.2 
Denver & Rio Grande Western 3.7 
Great Northern ___- 12.0 
Kansas City Southern (sy st.) 4.7 
Minneapolis & St. Louis 1.0 
Missouri-Kansas-Texas 3.2 
Missouri Pacific 13.8 
Northern Pacific ___- oe 8.3 
St. Louis-San Francisco 6.0 
Southern Pacific 29.8 
Union Pacific _- «a. oo 


$16.3 


° 
a 


mJ ht Us) =) 


0.7 
2.3 
8.4 


+Approximate millions before tax. %JAfter applying 52% Fed. Income Tax rate. 


On the strength of the assumption that full allowable freight 


rate increases apply, it would again appear that the roads are 
getting a good deal, ard particularly so in the East. As mentioned 
previously, however, such an assumption is contrary to fact. 
A similar calculation made in connection with the 1955 wage 
increases and the then pending freight rate increase showed 
Similar margins in favor of the carriers. As it became evident 
toward the middle of the year, however, it was not working out 
that wey. 
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Wrong from Top to Bottom! 


“Corn faces 
now stand. 
law. be 


acreage 
reduced 14’ 


level finally enacted 
Congress. It is 36‘ 


an impossible situation. 
allotments 

below 
announced for the 1956 crop 
by 
below the 


As matters 
must under the 
the level initially 
and 27‘. below the 
the 


acreage grown during the years 


1952 to 1956. 

“This cut is so sharp 
there will be 
compliance. 


practically 
Furthermore, 


that 
no 
few 


farmers will be able to take the 


even 


be necessary to come 


greater cut which would 
into the 


soil bank, which many of them 


wish to do. 
virtually no 


could be excessive 
prices very low. 


Consequently, with 
soil bank and no 
corn program, corn production 
and corn 
Livestock production might be 


Ezra Taft Benson 


unduly stimulated. The whole feed grain-livestock 


balance 
Benson. 


might be upset.’’—Secretary of Agriculture 


Present arrangements may suffer the infirmities 
Mr. Benson lists. but basically the trouble is in the 


principles of farm 


subsidies. 


Nothing short of 


radical surgery will ever really correct the situa- 


tion. 


Continued from page 6 


Looking Into Canadian Economy 
And Continuing Economic Growth 


of loans it is reasonable to expect 
that bank funds advanced for 
house building under the N.H.A. 
plan will continue to decline. 

Investment funds arise from 
savings. The fundamental fact of 
the tight money situation is that 
we Canadians are not saving 
enough to finance all the capital 
projects we wish to undertake. 
For some years this has been the 
case but the shortage in savings 
was overshadowed by the impor- 
tation of capital from abroad. This 
year our savings have increased 
and so have our imports of capi- 
tal. Even so, we have not been 
able to meet the demand for in- 
vestment funds. 

For the first time in many years 
the im@ortance of savings to the 
economy is being brought home 
to Canadians. To assure our long 
term growth and our economic 
objectives a high rate of savings 
is required. As the income of Ca- 
nadians has increased, savings have 
expanded, but not enough. If we 
are to build the factories, plants, 
houses’ and public utilities we 
want, and if we are to develop 
Our resources, a higher rate of 
Savings is necessary. And where 
better can a person entrust his or 
her savings than in our financial 
institutions, which in turn assist 
in financing such development? 

We need to develop thrift and 
to, encourage it .with incentives. 
This is one of the functions of in- 
terest rates. 

As I remarked earlier, our eco- 
nomic objectives include a stable 
dollar and sound growth. Unless 
we keep the purchasing power of 
the dollar on an even keel we de- 
stroy savings and discourage 
thrift. That, in itself, will retard 
growth. 

Not only do high taxes reduce 
the rewards of savings but they 
make it more difficult to save. 
This year the Government of Can- 
ada will have a substantial sur- 
plus. Normally, we could expect 
a reduction in taxes. To me it 
seems undesirable to leave the 
surplus in the hands of the gov- 
ernment for they find wavs to 
spend it. If governments could be 
trusted to use surpluses Gnly for 
debt reduction there would be lit- 
tle cause for concern. But govern- 
ments are human organizations, 


and they find it difficult to resist 
the temptation to spend more if 
they have cash in the till; hence, 
the talk about a plan of national 
health insurance. Some way needs 
to be found to give.the public the 
benefit of a tax reduction and to 
direct the tax decrease into sav- 
ing stream if the government does 
not wish to place additional pur- 
chasing power in the hands of the 
public at this time, perhaps non- 
assignable certificates for the 
amount of the tax cut should be 
issued. These certificates could 
mature five years from the date of 
issue but be redeemable at an 
earlier date if conditions are such 
that expansion of the cash re- 
sources of the public is desirable. 

Inflationary pressure is not the 
only problem with which we are 
faced as a result of the capital 
investment boom. Another factor 
that is disturbing is the hugh in- 
crease in Our merchandise trade 
deficit. Imports of both consumer 
and capital goods have surged up- 
ward so that our import total this 
year is likely to be $1 billion 
higher than in 1955. Exports have 
also risen, but not by as much, 
the increase for the year being es- 
timated at around $400 million. 
Thus, we are faced with a trade 
deficit of $1 billion. 

Ordinarily a trade deficit of 
these proportions would involve 
financing, problems and a drop in 
the external value of the Canadian 
dollar. But neither of those devel- 
opments have occurred. So great 
has been the flow of foreign capi- 
tal into Canada that the trade 
deficit has been financed without 
difficulty. At the same time the 
external value of the Canadian 
dollar has risen and the effect of 
this is to encourage imports and 
to discourage exports whereas our 
need is for the reverse of this. 

The huge trade deficit and the 
size of the present flow of foreign 
capital into Canada are, it seems 
to me, vulnerable points in our 
economic structure. True, we need 
foreign investment funds to as- 
sure continuance of our postwar 
rate of economic expansion, but 
it is a little embarrassing when it 
comes in such substantial propor- 
‘tions. as to cause our dollar to 
reach a high rate of premium in 
relation to the American dollar. 


. Thursday, December 27, 1956 


This appears to be the position 
in which we find ourselves at the 
moment. Fortunately some of the 
capital inflow is in the form of 
machinery and equipment which 
does not necessarily involve an 
exchange of dollars. Otherwise, 
the premium on Canadian funds 
would be higher. One source of 
capital inflow, however, is bor- 
rowings in the United States by 
Provincial and Municipal govern- 

ents. In taking advantage of the 
somewhat lower rates that prevail 
in the New York market, these 
bodies are aggravating an ex- 
change situation which is already 
harmful to our exporters. They 
are also creating a condition which 
some day may prove to be costly 
if the United States dollar is at a 
premium, as it could well be, when 
these obligations mature. 

While no immediate solution for 
our trade deficit appears at hand 
the long-term prospect is for ex- 
pansion of our exports. The huge 
amount of money invested in re- 
source development is now paying 
dividends. Iron ore is a case in 
point. In the space of a few years 
it has developed into an important 
export commodity and export 
earnings from this source should 
continue to rise. Crude petroleum 
exports are expanding at a rapid 
rate and in the next few years 
uranium should be an important 
source of foreign exchange earn- 
ings. Prospects are that copper 
and nickel shipments abroad will 
increase as new mines are brought 
into production. 


Even though enlargement of our 
export trade is a reasonable pros- 
pect, a program for reducing our 
dependence on imports is desir- 
able. In this connection Canadian 
firms should review their foreign 
purchases to make sure that al- 
ternative made-in-Canada goods 
are not available. 

Our postwar experience is that 
more and more products formerly 
imported are being made in Can- 
ada as the domestic market ex- 
pands. The matter of speeding up 
this process by the use of positive 
incentives should receive atten- 
tion. There are strong arguments 
against the use of tariffs for this 
purpose. The establishment of 
uneconomic industries should be 
avoided. Perhaps a program of 
accelerated depreciation should be 
considered for companies under- 
taking to manufacture products 
now imported. Of course, such a 
plan could not be instituted in a 
period like the present when the 
capi‘al investment program is al- 
ready straining our resources. In 
my opening remarks I referred to 
the unsettled international situa- 
tion. The so-called cold war is a 
struggle between two rival eco- 
nomic and social systems—inter- 
national communism and what we 
call the free enterprise system. 
Canadian experience is striking 
proof of which system contributes 
most to human welfare. 

Canadian development in the 
postwar period has been un- 
equaled. Economic expansion has 
exceeded our fondest dreams. The 
fabric of our business structure 
has been greatly strengthened. 
Population has shown rapid 
growth. Most important; however, 
is the fact that.sCanadians gener- 
ally have earned for themselves a 
substantially higher standard of 
living. No socialist country has a 
standard of living comparable to 
that which Canadians enjoy and 
we have achieved the enviable 
position which we occupy under a 
system of free enterprise without 
the surrender of any basic free- 
dom. 

Assuming peace can be mein- 
ained the prospect for Canada is 
continuing economic progress. 
Problems, there will be and the 
long-term uvward trend may be 
interrupted from time to time but 
Canadians generally agree that 
Canada’s future is bright. Confi- 
dent as we are of this, Canadians 
are looking forward to the revort 
of The Roval Commission on Eco- 
nomic Prospects. Expectations are 
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that for the first time we will have 
an adequate inventory of our re- 
sources. For business and those 
directing economic policy the in- 
ventory of resources will be of 
major importance but even more 
significant will be the guideposts 
it establishes for the achievement 
of the full potentialities of this 
great country of ours. 


Chicago Analysts to 
Hold Seventh Forum 


CHICAGO, Ill. — The seventh 
Mid-West Forum of the Invest- 
ment Analysts Society of Chicago 
will be held on Thursday, Jan. 3, 
1957, at the Midland Hotel. 

This year the general subject 
will be on “Investment in Can- 
ada’. Canada’s rate of economic 
growth has been remarkably high 
in the post war years. Capital ex- 
penditures in 1956 are projected 
at 28% above last year’s record 
capital program, and Gross Na- 
tional Product during the first 
half of 1956 was 12% above the 
corresponding period of last year. 
This forum will provide an oppor- 
tunity to get up-to-date on the 
Canadian scene and its most im- 
portant industries in the short 
space of one afternoon. 

The program will open with a 
luncheon, to be addressed by Dr. 
QO. J. Firestone, economic advisor 
to C. D. Howe, the Canadian Min- 
ister of Trade and Commerce. As 
one of the top economic advisors 
in the Canadian government, Dr. 
Firestone’s remarks should be of 
particular interest. Following Dr. 
Firestone’s speech there will be 
three afternoon forums on mining 
and metals, pulp and paper, and 
oil and gas, Canada’s principal 
natural resource industries. 

The Saciety has expressed 
thanks for the assistance of mem- 
bers of the Toronto Analysts So- 
ciety who have been very helpful 
in securing speakers for program. 
A total of nine speakers are com- 
ing down from Canada. In addi- 
tion to Dr. Firestone, there will 
be Mr. Douglas Ambridge, Presi- 
dent of Abitibi Power & Paper 
Company, two men from Gaird- 
ner & Co. ot Toronto on the min- 
ing and metals industry, and a 
five man panel on the oil and gas 


industry, including  representa- 
tives from Merrill Petroleums, 


Ltd., Interprovincial Pipeline, and 
the Canadian Gas Association. 


Cross {o be Partner 
In C. J. Devine Go. 


Joseph G. Cross, Jr., will be 
admitted as a general partner to 
the securities firm of C. J. De- 
vine & Co., 48 Wall Street, New 
York City, effective January 2, 
it is announced by the firm. He 
will head the municipal bond 
trading department. 

Mr. Cross, who has been with 
C. J. Devine since 1947, has been 
in the securities business since 
1929. His previous associations in- 
clude Goldman, Sachs & Co.; 
Merrill Iynch, Pierce, Fenner & 
Beane; and Smith, Barney & Co. 
and predecessors. 


G. J. Cairns Co. Formed 


SMITHOWN, N. Y. — Glad- 


stone J. Cairns is engaging in a M. Taylor has become associated 
with Schwabacher & Co., Bank of 
America Building. He 
merly with Sutro & Co. and Wil- 
liam R. Staats & Co. 


securities business from offices at 
35 West Main Street under the 
firm name of G. J. Cairns & Co. 


R. Edelstein Opens 
Robert Edelstein is engaging in 
a securities business from offices 
at 520 Fifth Avenue, New York 
City under the firm name of Rob- 
ert Edelstein Co. 


Great Eastern Inv. Co. 


BAYSIDE, N. Y. — Great East- 
ern Investment Co. has_ been 
formed with offices at 67+17 218th 
Street to engage in a securities 
business. Roger Fred is a princi- 
pal of the firm. 


Thomas J. 
Henry Hartman, 
Boulevard. 


been formed with offices at 37 
Wall Street, 
conduct an investment business. 
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By JOHN T. CHIPPENDALE, JR. 











The government bond market during the past year was very 
much on the defensive, with the tag end of 1956 bringing with it 
new all-time low prices for inost Treasury securities. 1953 was 
one of the bad years for government obligations, that is until this 
past one, which takes first place for a long time because of the 
uncertain and demcralized conditions which prevailed in the mar- 
ket for these issues. 

The demarid for money and credit from business and industry 
was so sizable in 1956 that government securities were pushed 
farther into the background. The more favorable yields which 
were available in corporate and tax-free bonds kept the pressure 
on quotations of Treasury obligations during most of the year. 
Also, the predictions for the coming year do not appear to be fore- 
casting any decrease in the competition for the available money 
and credit. This would seem to indicate that Treasury issues, and 
the money market, will still be under the pressure of rising inter- 
est rates. 


Treasury Market Constantly Under Pressure 


The demand for money and credit last year was so sizable 
from non-government sources that Treasury obligations were on 
the defensive most of the period. To be sure there were rallies in 
quotations of government securities from time to time, but these 
upward movements in prices were of short duration because the 
trend of interest rates was also upward, anda Treasury issues had 
to meet this competition for the available supply of money and 
credit. Inflationary forces likewise were in the ascendancy dur- 
ing the vear, which n:eant that the monetary authorities kept tne 
pressure on the money markets. The several increases in the dis- 
count rate in 1956 is ample evidence that the cost of obtaining 
credit was becoming more costly. 

However, the increase in the interest rate did not in any im- 
portant way result in the deferring or postponing of financing of 
large projects. The high level of income taxes is one of the def- 
inite reasons why bond financing from non-government sources 
has not been too much disturbed by rising interest rates. After 
all, more than 50% of the cost of senior corporate financing is 
borne by the government. 


Long Bonds the Greatest Sufferers 


The reeession in quotations of government -securities during 
the past year was very large, with new all-time lows being 
registered in many of these issues. The longer-term bonds, as 
was to be expected. suffered the most, with the 1953 lows being 
breached in no uncertain terms. The 1953 lows had been the worst 
ones registered in many of these issues until the recent break in 
quotations. Tax selling, along with the lack of demand for Treas- 
ury Obligations because of the more favorable yields in corporate 
and tax free obligations, were mainly respensible fer the down- 
ward movement in prices of long-term government securities. 


Important Buying in the Intermediate Maturities 

The rise in short-term interest rates during 1956 brought con- 
siderable buying into these securities, with corporations being 
the principal takers of these issues. Private pension funds, along 
with these who had taken morey out of the equity market, were 
also buvers of the most liquid government obligations. A laree 
and active market even in the face of rising interest rates still 
exists in Treasury bills. The intermediate-term governments were 
under pressure during 1956, because the commercial banks were 
sellers of these maturities during most of the year. 

However, yields on certain of the midd!e-term Treasuries 
have recently reached levels that are now atiracting the money of 
investors who havc had funds in other types of securities. The 
relatively short maturity of these obligations, the high yields and 
the fact that as they approach the due date quotation will move 
toward 100 has brought important buying of late into these issues. 


Higher Yields on Non-Government Bonds 

Corporate and tax-exempt obligations were offered in very 
large vclume during the past year. and as a result yields of these 
securities went to levels that made them much more attractive to 
investors than government securities, especially the more distant 
ones. The market action last year of certain corporate bonds was 
much better than the market performance of Treasuries, because 
the former issue did have some minor price protection througn 
the operation of sinking funds. The better return which has been 
available in corporate and tax-exempt bonds during 1956 resulted 
in a considerable amount of switching out of Treasury issues. 

HAPPY NEW YEAR! 


With Schwabacher Co. 


(Special to Tue FINANCIAL CHRONICLE) 


SAN JOSE, Calif. Venorris 


Forms Marc Sterling Co. 

CARSON CITY, Nev. — Marc 
Sterling & Co., has been formed 
with offices in the Virginia and 
Truckee Building to engage in a 
securities business. Officers are 
Marc Sterling, president; Law- 
rence A. Nessamer, vice president; 
and Jack A. Makes, secretary- 
treasurer. Mr. Sterling and Mr. 
Nessamar were officers of Colum- 
bia Securities Co., Inc., with 
which Mr. Makes was also.associ- 
ated. 


Form Barney Peck & Son 


Barney Peck & Son, members 
of the New York Stock Exchange, 
will be formed January Ist with 
offices at 120 Broadway. Partners 
are Barney Peck and Stephen M. 
Peck, both of whom are Exchange 
members. 





was for- 


Joins Henry Hartman 
(Special to THe FInaNcIAL CHRONICLE) 
SHERMAN OAKS, Calif. 


Inglott is now with 
13531 Ventura 


Form Secs. Distributors 
Securities Distributors, Inc. has 


New York City to 
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Soviet Gold Sales 


By PAUL EINZIG 


Noted British economic observer describes recent Soviet gold 
sales, and relates it to urgent political pressures necessitating 
increased consumer imports as a result of events in Poland, 
Hungary and even growing Russian workers discontent. Dr. 
Einzig points out the extent to which U. S. S. R. has exploited 
its satellite and how it realizes that there is a limit “beyond 
which the victims come to feel ‘they have nothing to lose 


but their chains’. 


LONDON, Eng. — During the 
first three weeks of December, 
gold bars witn hammer and sickle 
hallmark reappeared on various 

European 

se; bullion mar- 
: kets. Soviet 
gold sales in 
London are 
estimated 
to, Ray e 
amounted to 
about £5 mil- 
lion, and it is 
believed that 
an approxi- 
mately similar 
amount was 
sold in Zurich 
and other con- 
tinental mar- 
kets. Modest as 
the total of about $30 million 
may appear in comparison with 
the large gold movements to 
which we have become used dur- 
ing the postwar period, the trans- 
actions have aroused much inter- 
est. This is the highest figure of 
Russian gold sales since 1953, and 
it may well be only the beginning 
of a much larger gold movement. 


Paul Ejinzig 


This resumption of Soviet gold 
sales deserves attention, because 
it is contrary to the Soviet Gov- 
ernment’s established policy. Al- 
though the gold output in the 
U.S. S. R. is believed to be run- 
ning at a high level, the rulers 
of the Kremlin pursue the end 
of piling up the largest possible 


gold hoard. This has been the 
official policy — apart from one 
brief interval — throughout the 


post-war period. In the late for- 
ties, when timber was desperately 
needed for the reconstruction of 
the devastated towns and villages, 
large quantities were exported to 
pay for essential imports. The 
Soviet Government preferred to 
delay reconstruction rather than 
part with any gold. 


It was not until after Stalin’s 
death that this gold hoarding pol- 
icy came to be modified for a 
short period. During the _ short- 
lived Malenkov regime it was de- 
cided, in the interests of increas- 
ing tne volume of consumer goods, 
to export some gold and other 
precious metals. Between October 
1953 and February 1954 gold, sil- 
ver and platinum to an estimated 
value of between £50 million 
and £60 million was exported. 
But after the eclipse of Malenkov, 
the more liberal attitude towards 
the long-suffering Russian con- 
sumer was abandoned, and the 
hoarding of the gold output was 
resumed. 

The latest resumption of the 
sale of Russian gold is connected 
with the recent events in Hun- 
gary and Poland. Hitherto the 
Kremlin ruthlessly exploited the 
satellite states for the purpose ot 
earning foreign exchange for the 
Soviet Union. When some years 
ago the Soviet Government agreed 
to the export of large quantities 
of coarse grain to Britain, it was 
found that the maize that was 
delivered was not Russian but 
Rumanian. Likewise, the Soviet 
authorities forced Hungary to ex- 
port large quantities of wheat. 
Moscow forced the unfortunate 
satellite countries to over-export 
their grain to such an extent that 
there were from time to time 
acute shortages of this staple food 
in these countries. It was largely 
because of this exploitation that 
the Hungarian people, driven to 


, 99 


despair, came to resist Soviet op- 
pression. 

The economic upheavel created 
by the uprising of the Hungarians 
and by the brutal military oper- 
ations carried out by their Russian 
oppressors has made Hungary 
useless, for the time being, for the 
purpose of earning foreign ex- 
change tor Russia. What is per- 
haps even more important, the 
Soviet Government, having learnt 
its lesson is likely to be more 
careful in the future in its rela- 
tions with satellite states. Moscow 
had to realize that there is a limit 
to exploitation bcyond which ‘the 
victims come to feel that “they 
have nothing to lose but their 
chains.” So it seems probable 
that the Soviet authorities will in 
the future feel impelled to exer- 
cise a certain degree of modera- 
tion in exporting the goods of 
the satellite countries. Some of 
them, such as Poland, will achieve 
a certain degree of autonomy, 
which will make their exploita- 
tion by Russia more difficult. : 

But the Soviet Union will need 
more consumer goods. There is 
evidence of a growing discontent 
among Russian workers, and an 
increase in the supplies of con- 
sumer goods may have become a 
political necessity. The realization 
by Russian workers that it is pos- 
sible, after all, to resist Soviet 
tyranny will go a long way to- 
wards impelling the Soviet Gov- 
ernment to provide more con- 
sumer goods. At the same time, 
the Kremlin does not want to 
neglect either industrialization or 
arms expenditure. The only al- 
ternative to producing more con- 
sumer goods at home at the cost 
of producing less capital goods and 
arms is importing more consumer 
goods. To that end, it is essential 
to export more gold. 

It must have been only with 
reluctance that the Soviet Gov- 
ernment has resorted to that solu- 
tion. The rulers of the Kremlin 
want the gold, not for the purpose 
of providing the Soviet citizen 
with essential goods, but for the 
purpose of enhancing their own 
prestige and power. To them a 
large gold reserve means just an- 
other weapon in the pursuit of 
their imperial designs of world 
conquest. It is usetul to have a 
large gold stock in order to be 
able to launch out economic of- 
fensives in uncommitted countries. 
It may even serve the purpose of 
engaging in operations on Stock 
Exchanges in foreign exchange 
markets and commodity markets 
if in doing so they can cause trou- 
ble to democratic countries. 

First things must come first, 
however. An increase in the im- 
port of consumer goods has be- 
come an urgent necessity to such 
an extent as to make it expedi- 
ent to weaken to some extent the 
economic cold war potential rep- 
resented by the gold reserve. The 
inisers of the Kremlin may hate 
parting with their gold, but they 
part with it all the same, since 
the alternative is the risk of 
disturbances by consumers who 
have reached the limit of their 
endurance, 
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The Supply of Currency 
And Economic Activity 


encountered in increasing money 
supply. There have been occasions 
in the past when it was not so 
easy to increase it. Excess reserves 
in huge amounts accumulated in 
the Thirties. Governments were 
bid up to prices that left almost 
no yield. But banks either did not 
think is wise to expand their loans 
proportionately or else there were 
not enough borrowers. .. . 

It should be clear that the 
subject should be approached in 
a iore realistic and practical way 
than is common among so many 
today who have most to say on 
the subject. It does not seem to 
us that much is to be gained by 
comparing total ‘money supply’ 
with changes in the’ business 
weather. There are far too many 
and too complex variables in- 
volved. Least of all is there much 
excuse for merely assuming that 
roine casual relationship exists 
between the two. 

“Money, credit and related top- 
ics have been controversial since 
vime began. They are likely to 
yeinain so for a long while to 
come. But, by all means, let’s have 
‘he controversy on a plane of 
pealism.” 

it is good to be able to read 
those observations. Their author 
has gone to the heart of a major 
fallacy in the common arguments 
dealing with the supposed rela- 
fionships between currency sup- 
oly, business activity, prices, or 
rome other consideration such as 
gross national preduct. He is far 
shead, in his insight into facts, of 
‘he general run of literature on 
{he subject. 

The common practice of those 
«who stress the “money supply” as 
en important casual or controlling 
factor in economic activity is to 
yelate the currency supply to 
seme index of prices, or of indus- 
‘rial production, or of gross na- 
‘ional product. In practically 
“very instance in which this is 
dione, one finds an absence of sup- 
orting evidence and lack of logic 
in analysis. Perhaps the most com- 
1nen approach to the supposed ef- 
jects of changes in the volume of 
‘currency relates to their alleged 
velationship to prices. 


Why the supply of currency 
should not be related directly 
to prices. 

(1) Currency has two dimen- 
rions—supply and velocity. It al- 
306 has other characteristics which 
sometimes vary widely. But con- 
jining ourselves to these two, the 
imcrease or decrease in the veloc- 
ity of a currency is sometimes 
more important than changes in 
fhe supply. This was the case in 
1929-1932 for example. One should 
never deal with currency supply 
inart from its velocity—the ra- 
yidity with which the currency is 
being used — when considering 
ourchasing power. The closest we 
‘-2n come to a measure of supply 
1 Currency multiplied by its ve- 
iecity is to use figures on bank 
debits. A table on bank debits and 
deposit turnover (velocity of de- 
mand deposits) appears in the 
inonthly Federal Reserve Builetin. 

But these figures have great 
linitations for these reasons, 
a:nong others: (a) They represent 
‘hecks and drafts drawn against 
demand deposits in 344 reporting 
eenters only. (b) Even in those 
“enters debits against interbank 
and U. S. Government accounts 
ire excluded. (c) The use of time 
ieposits as purchasing power is 
omitted. (dj) We have no data on 
the velocity with which money 
‘metallic and paper) is used. (e) 
We cannot determine what pro- 
portion of bank debits, as re- 
ported, is used for payments for 


goods and services—past, present, 
and future and what propor- 
tion constitutes merely transfers 
of deposits from one bank to an- 
other without payment for goods 
or services. 


Nevertheless, if we wish to 
know what people in the aggre- 
gate are doing with their currency 
in respect to the making of pay- 
ments for goods and services, we 
probably cannot come closer to 
facts than to use bank debits as 
roughly indicative in the face of 
their many defects and pitfalls. 
Debits to deposit accounts include 
both the supply of deposits used 
and the rapidity (velocity) with 
which they are used. 


(2) But if we had adequate data 
on the volume of payments made 
by people at a particular time, we 
still could not relate these pay- 
ments closely to prices of goods 
and services being sold at that 
time for several reasons: (a) some 
of these payments are going for 
goods and services produced and 
priced weeks, months, and years 
past-—for example, partial or full 
retirement of debt, interest pay- 
ments, settlement of contracts, in- 
demnities as the result of court 
decisions, gifts for past favors, and 
so on. Some payments are made in 
anticipation of goods or services 
not yet produced or finally priced. 
Probably relatively few goods and 
services are priced at the time 
payments are made—we do not 
know. But as we go to retail 
stores we know that the prices, 
for the most part, were fixed 
sometime before we exchanged our 
currency for the goods purchased. 
So it is with automobiles, and, 
apparently, with most other things 
people buy or pay for. Auctions 
provide an example of prices be- 
ing determined by the supply ot 
goods on hand and the payment 
offered and made. 


(b) 
cially 


Prices are 
by index 
are mathematical 
the samples of prices collected 
from time to time. But these sam- 
ples are of current prices. They 
do not include past prices for 
goods and services for which cur- 
rency still flows in partial pay- 
ment — for example, for freight 
cars or locomotives’ produced, 

and delivered 10, 20, or 


measured offi- 
numers. These 
abstractions of 


priced, 
30 years earlier, or for houses pur- 
chased with a large margin of 
credit many years ago. Nor do 
they include the prices of goods 
which are yet to be fixed but 
toward which, in partial payment, 
some of our currency flows. 

In brief, an index for prices at 
a particular time relates only to 
a segment of our goods and serv- 
ices against which our currency 
flows like a stream. This fact 
alone should reveal the indefens- 
ibility of attempting to relate the 
total tlow of payments for a day, 
week, month, or year, against only 
those goods and services whose 
prices are reflected in index num- 
bers of that time, since that flow 
of currency is against goods and 
services produced, priced, and de- 
livered in the past (some foreign), 
against goods and services not yet 
produced, priced and delivered, 
and against goods and _ services 
whose prices are quoted now but 
largely produced and priced in 
the past. 


(3) Should one be able to meas- 
ure the volume of payments being 
made at a particular time and to 
segregate those going for goods 
reflected in our indexes of a par- 
ticular date or period, he still 
woud be on unsound ground in 
attempting to relate the volume 
of payments being made to the 
prices in the index numbers for 
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the reason that there are all the 
factors affecting the supply of 
goods offered and priced and the 
psychological factors affecting 
both buyers and sellers. The con- 
siderations affecting the deter- 
mination of asking prices are end- 
less and often exceedingly com- 
plex. And a large portion of goods 
offered for sale are sold at the 
asking prices established for a 
considerable period of time as in 
the case of automobiles. 

Price making and the relation- 
ships of purchasing power to 
prices at a particular time are 
much more complex than our 
common discussions reveal. 

(4) As the supply of currency 
is often emploved in attempts to 
relate it in some manner to prices 
we are confronted with another 
peculiar phenomenon. A common 
practice is to refer to money out- 
side banks and to demand deposits 
in banks, or demand and time de- 
posits, as our total currency sup- 
ply. When metallic and paper 
money leaves banks, we lose track 
of it. We do not know whether it 
is being hoarded or spent; and we 
do not know how rapidly it is 
being spent. It should be obvious 
that only money that is spent can 
have any direct bearing on prices 
and even then it is difficult or 
impossible to determine what that 
bearing is. 

Bank deposits represent possible 
currency which is not in use. 
Those are the deposits which are 
in the banks when the banks re- 
port on their volume of deposits. 
Bank debits represent the use of 
deposits. It is checks and drafts 
against bank deposits which con- 
stitute active purchasing power. 
Bank deposits not in use are po- 
tential purchasing power. 

Therefore, to relate the volume 
of money outside banks, the use 
of which we cannot trace, and 
bank deposits which, apart from 
debits are not in use, to a segment 
of prices, most of wnich probably 
were determined in times past, is 
to engage in an enterprise which 
is buried in confusion and _ is 
without valid defense. 


A survey of evidence should make 
clear why the supply of cur- 
rency, as commonly calcu- 
lated, should not be related 
to prices in any close cause 
and effect manner. 

Were our expounders of “the 
quantity theory” of the value of 
money to check their contentions 
against the evidence—quite apart 
from the lack of logic in what they 
attempt to do—they should soon 
learn that the evidence refutes 
them. 

For example, on June 30, 1920, 
money outside banks is reported 
as $4,105,000,000, deposits of all 
banks as_ $35,754.000,000, total, 
$39,859,000,000. The index of 
wholesale prices is given as 167 
(prices for 1926—100). On June 
30, 1936, money outside banks is 


of all banks as $49,832.000,000. 
total $55,052.000.000. The index of 
wholesale prices is given as 79.2. 

Therefore, if there is a close re- 
lation between the supply of 
money outside banks and bank 
deposits, on the one hand, and 
prices on the other, as measured 
by the index of wholesale prices, 
the evidence in this case would 
require one to state that if one 
wishes the index of prices to be 
reduced by more than half, the 
volume of money outside banks 
and deposits of all banks should 
be increased by approximately 
38%. 


Further considerations in respect 
to the lack of a close rela- 
tionship between the curren- 
cy supply and prices. 

Apparently there is no accurate 
means by which one may get at 
the relationship between the vol- 
ume of currency used to purchase 
the goods and services which en- 
ter our present indexes and the 
prices of those goods and services. 


And there clearly is no proper 
basis for attempting to relate the 
supply of money outside banks 
and bank deposits to the prices 
in these indexes. 

If a nation continues to pump 
a huge volume of currency into 
the economy, as did Germany, for 
example, during and after World 
War I, prices tend in due course 
to respond in some manner though 
not in any close cause and effect 
relationship. That German epi- 
sode was somethat analogous to 
the inflation of a big balloon by 
pumping gas into it. The canvas 
may lie flat on the ground for 
some time as gas is injected. And 
should the gas find holes in which 
to penetrate, the canvas may rise 
slowly or perhaps not at all for 
a considerable period of time. The 
canvas might even sink should a 
depression in the ground exist or 
occur. We had an analogous state 
of affairs in the 1930’s when a 
currency gas was being pumped 
into our economy. But if factors 
are favorable and if the gas-in- 
flating process is strong and per- 
sistent then the balloon commonly 
expands in due course. 

But that is hardly a quantity 
theory of the value of money of 
the type to which we are being 
subjected these days by our ad- 
vocates of managed irredeemable 
currency who contend, first of 
all, that there is a close relation- 
ship between the volume of money 
and deposits, on the one hand, and 
of our indexes of prices on the 
other, and second, that by jug- 
gling the supply of currency they 
can control prices. 

The Board of Governors of the 
Federal Reserve System had had 
enough experience and a had suf- 
ficient evidence by 1939 to war- 
rant a statement of fundamental 
importance which they issued at 
that time. Their major conten- 
tions stated in March 13, 1939, 
were as follows: 


> 


“Experience has shown ... that 
(1) prices cannot be controlled by 
changes in the amount and cost 
of money: (2) the Board’s control 
of the amount of money is not 
complete and canot be made com- 
plete; (3) a steady average of 
prices does not necessarily result 
in lasting prosperity; and (4) a 
steady level of average prices is 
not nearly as important to the 
people as a fair relationship be- 
tween the prices of the commodi- 
ties which they produce and those 
which they must buy.” 

Sixty-six monetary economists 
declared that statement to be “in 
harmoney with well-established 
economic principles and with the 
facts of monetary history.” But to- 
day one could readily conciude 
that the Board never issued such 
a well-grounded statement or that 
it has been demonstrated to be 
false. 

The Board's’ statement that 
“prices cannot be controlled by 
changes in the amount of cost of 
money” is as accurate today as 
it was in 1939. But we are living 
in an atmosphere of government- 
ally-managed economy; and much 
of the so-called “economics” be- 
ing propounded is political prop- 
aganda covered, is so far as the 
authors to do so, with 
garments mislabeled “science.” 

Science in Economics is taking 
a tremendous beating at the hands 
of our propagandists for govern- 
It is 
elemental in science that one get 
his evidence before he generalizes. 
If the authors of our quantity theo- 
ries of the value of money today 
consulted the evidence on the 
lack of close relationship between 
the supply of currency and prices, 
it should be quite clear to them 
that they are operating in the 
areas of imagination or wishful 
thinking, not fact. 


are able 


mentally-managed economy. 
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The supply of currency and the 
index of industrial produc- 
tion. 

A study of evidence should re- 
veal that there is much the same 
lack of relationship between the 
currency supply and the volume 
of business being done as be- 
tween the volume of currency and 
some index of prices. 

The facts are easily ascertain- 
able that the volume of currency 
and the depreciation in its pur- 
chasing power can become so 
great, as in Germany in 1920-1923, 
that productive activity stagnates 
and the people are reduced “to 
brown bread and paper clothes.” 

Writing of the experiences of 
France with fiat money during 
the last decade of the 18th Cen- 
tury, Andrew Dickson White, in 
his Fiat Money Inflation in 
France (D. Appleton-Century Co., 
New York, 1933 edition), stated, 
p. 23, that “Though paper money 
had incressed in amount, pros- 
perity (following the initial arti- 
1iciai Stiniuiation) had steadily di- 
minished. In spite of all the pa- 
per issues, commercial activity 
grew more and more spasmodic. 
Enterprise was chilled and busi- 
ness became more and more stag- 
nant.” 

There are many factors which 
affect business activity besides 
“the supply of currency.” One can 
look at the records in country 
after country in Europe during, 
say, the last 50 years and note that 
although expansions and depre- 
ciations were great, productive ac- 
tivity not only did not increase 
correspondingly but often or us- 
ually declined. 

Often, if a people are not un- 
duly disturbed by the quality of 
their currency, business expansion 
and currency expansion may keep 
close company for the reason that 
the business expansion causes 
currency expansion. But to con- 
tend, as is often done these days, 
that currency expansion by gov- 
ernmental or Federal Reserve 
authorities can or will cause busi- 
ness expansion, is to generalize 
improperly. The Editor of the 
Commercial and Financial Chron- 
icle was quite correct when he 
reminded his readers of the con- 
sequences of such currency ex- 
pansion in the 1930’s. “Excess 
reserves in huge amounts,” said 
he, “accumulated in the ’Thirties. 
Governments were bid up to 
prices that left almost no yield. 
But banks either did not think it 
wise to expand their loans propor- 
tionately or else there were not 
enough borrowers.” The’ sharp 
drop in prices in the stock market 
at the time President Eisenhower 
suffered a heart attack was not 
because there had becn a sudden 
contraction in “the currency sup- 
ply.” 

A few samples 
relationship 
the currency supply (money in 
circulation — that is, outstanding 
from the issuing authorities—and 
deposits in all banks in tae United 
States) and the index of industrial 
production (adjusted for seasonal 
variation, indexes for 1935-1939 — 
100) may be helpful: While the 
currency supply declined .2% 
from June 30, 1926, to June 30, 
1929 (from $58,443,000,000 to $58.- 
311,000,000), the index of indus- 
trial production increased 20% 
(from 95 to 114). While the sup- 
ly of currency increased 2.7% 
from June 30, 1929, to Dec. 31, 
1929 (from $58,311,000,000 to $59,- 
867,000,000), the index of indus- 
trial production declined 12% 
(from 114 to 100). While the 
currency supply increased 9% 
from June 30, 1933, to June 30, 
1934 (from $43,432,000,000 to $47,- 
243,000,000), the index of indus- 
trial production increased approx- 
imately 1% (from 78 to 79). 
While the currency supply in- 
creased 7% from June 30, 1937, 
to June 30, 1939 (from $59,734,- 
000,000 to $63,840,000,000), the in- 
dex of industrial production fe!l 
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16% (from 119 to 103). While the 
currency supply increased 132% 
from June 30, 1941, to June 30, 1945 
(from $76,784,000,000 to $177,779,- 
000,000), the index of industrial 
production increased 39% (from 
159 to 220). 

The frequently-advanced con- 
tention these days that we should 
have an increase in industrial ac- 
tivity of approximately 3% per 
year and that to obtain it we 
should have a corresponding in- 
crease in currency supply has no 
validity in fact as the few samples 
of data given above and the facts 
of cause and effect relationships 
should reveal. 

But such available evidence 
does not seem to deter a consider- 
able number of our popular (and 
other) writers on these subjects— 
our quantity of money theorists— 
as they carry on their agitation 
for more and more currency in 
this nation. 


The supply of currency and the 
gross national product and 
national income. 


It is a peculiar brand of think- 
ing which leads some of our 
Guantity-of-money theorists to re- 
late the quantity of our currency 
to figures on gross national prod- 
uct and national income which 
comprehend many factors besides 
the supply of currency. 

The net income or profit of a 
business enterprise may have no 
close relationship to the supply of 
currency. And that may be true 
of private enterprises in general 
at various times. For example, at 
the peak of a business expansion, 
just before a general business re- 
cession gets under way, the cur- 
rency supply may be. greatly 
expanded as compared with some 
preceding period, but profits mar- 
gins may be contracting or dis- 
appearing because costs have ap- 
preached or overtaken asking 
prices. 

The concepts involved in gross 
national product and national in- 
come are not the same as profit 
in private enterprise. Gross na- 
tional product is, briefly, in 
concept, the estimated national 
output for a period, say, a year, 
valued in terms of market prices; 
national income is the net national 
product paid to the factors of 
production. 

One quickly becomes involved 
in intricate concepts and statisti- 
cal techniques when he _ deals 
with gross national product or 
national income. But perhaps it 
will suffice for our purposes here 
to point out that figures on gross 
national product include expendi- 
tures for war, waste, and destruc- 
tion, that they reflect a depre- 
ciation in the purchasing power 
of the currency involved, and 
that such figures are not neces- 
sarily a measure of economic weli- 
being. Still further, in their pro- 
duction, estimates, guesses, and 
extrapolations are made in many 
areas where the evidence required 
is not available, and then adjust- 
ments are made to produce the 


balance sheets called for by the 
concepts employed. 
Nevertheless, in this country, 


there appears to be a strong ten- 
dency to regard the figures pro- 
duced as highly accurate measure- 
ments of economic activity or na- 
tional production, or national 
well-being. And it seems to be 
taken for granted by many peopie 
who comment upon changing fig- 


ures for gross national product 
that an increase in the figures 
means an increase in national 


well-being. Still further, the no- 
tion seems to be widespread that 


if the currency supply is ex- 
panded, gross national product 
tends to expand, which often, 


probably commonly, is true, and 
that, since the gross national prod- 


uct figures are larger, the na- 
tional well-beiing has increased 


correspondingly. 

We should be warned by the 
fact that if the Germans during 
and after World War I and up to 
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1923 had used figures on gross 
national product, as we use them 
today, the figures should have 
been fantastically high, particu- 
larly during 1920-1923, when that 
currency expansion and its depre- 
ciation were reaching their most 
extreme levels at which time the 
Germans were being reduced to 
the standard “of brown bread 
and paper clothes.” 

We should also be warned by 
the fact that our figures on gross 
national product during World 
War II and after peace was re- 
stored were higher in 1944 and 
1945 than in 1946. War, waste, de- 
struction, and a depreciating cur- 
rency expand the figures on gross 
national product. Elimination of 
these forces tends to contract the 
figures on gross national product. 


Surely one may not properly 
allege or demonstrate that a na- 
tion living in peace, avoiding 


waste and destruction, and oper- 
ating with a sound and honest 
currency, is less well oif than it is 
when the converse’ conditions 
prevail. 

Spending for almost any pur- 
pose, no matter how wasteful or 
destructive, and the use of irre- 
deemable currency to magnify 
such activities, are Keynesian 
concepts as to how to produce 
“economic prosperity.” The basic 
Keynesian cgncepts — including 
that of savings investment, 
despite the fact that commercial 
banks operating on a fractional 
reserve system tan extend credit 
far beyond any savings in their 
possession—constitute the frame- 
work on which our figures for 
gross national product are fab- 
ricated. 

For the benefit of those wno 
assume that an increase in our 
currency supply-increases the fig- 
ures on gross national product in 
some closely related manner and 
that, therefore, the supply of cur- 
rency should be expanded pro- 
gressively, perhaps it might be 
helpful to point out that while 
the currency supply increased 
7% from June 30, 1937, io June 
30, 1939 (from $59.734,000,000 to 
$63,840,000,000), the increase in 
the figures on, gross. national 
product was -practically zero 
(from $90,200,000,000 to $90,400,- 
000,000). When the currency sup- 
ply increased 132 per cent from 


June 30, 1941, to June 30, 1945 
(from $76,784,000,000 to $177,779,- 
000,000), the figure on_ gross 


national product increased 70 per 
cent (from  $125,300,000,000 — to 
$213,400,000,000) — if there is any 
important degrée of accuracy in 
the latter figures. 

Back in the early 1930's, the 
income-multiplier concept (some- 
times called income _ velocity, 
sometimes the “investment” mul- 
tiplier) broke loose in this coun- 
try, a common form of the theory 
being that for every dollar spent 
national income could be expected 
to increase to. $3. Keynes ex- 
pounded such a eoncept. He called 
it the investment multiplier — for 
every dollar of;income invested, 
national income would be _ in- 
creased by some multiple such as 
3. His spending for “investment” 
was soon stretched by our Key- 
nesians to mean.-spending for any- 
thing. Spending, became a virtue, 
saving antisocial, and spending 
became the basic framework sup- 
porting our figures on gross na- 
tional product. 

Lauchlin Currie, in his Supply 
and Control of Money in _ the 
United States (Harvard University 
Press, Cambridge, Mass., 1934), 
expounded the concept of income 
velocity in which he alleged, p. 6, 
that as the currency supply ex- 
panded nationak income was in- 
creased, for the years 1921-1929, 
by multiples ranging from 2.58 to 
3.26, the average being almost 
precisely 3. 

Currie becamé a tutor of Mar- 
riner Eccles in the Treasury and 
later at the Federal Reserve 
Board in respect to this concept; 
and when hearings on the Bank- 





ing Act of 1935 were held that 
year, Eccles propounded the 
Currie income-velocity theory for 
the benefit of Congress. (Hear- 
ings before the Committee on 
Banking and Currency, House of 
Representatives, on Banking Act 
of 1935, February-April, 1935, p. 
217.) The majority members of 
Congress were thus. presented 
with a theory that conformed to 
their desires. According to this 
theory, which was suddenly pro- 
pounded and expounded by sev- 
eral influential Keynesians, Con- 
gress could not afford not to 
spend. Every dollar spent by the 
government was supposed to pro- 
vide $3 of national income. Con- 
gress could only spend this nation 
into prosperity. 

From that time to the present, 
that doctrine, in one form or an- 
other, has had an_unshakable 
grip on our government and on 
the people of this nation. Our 
college textbooks in Economics 
are saturated with it. Heavy gov- 
ernment spending, regardless of 
how wasteful or how destructive 
the activities involved often 
called government investment to 
disarm those opposed to waste 
and profligate government spend- 
ing — is approved and praised. It 
means, other forces unchanged, an 
expansion in the figures on gross 
national product; and an expan- 
sion in gross national product is, 
apparently, generally regarded as 
good irrespective of waste, de- 
struction, and the depreciation in 
the purchasing power of our cur- 
rency. 

Since the ballooning of the fig- 
ures on gross national product is 
commonly advertised as revealing 
an increase in our economic well- 
being, there is in this connection 
a strong pressure for a steady in- 
crease in the supply of our cur- 
rency. 

The ready and uncritical accep- 
tance of our statistics on grocs 
national product and of the infer- 
ences commonly drawn as to how 
they reveal the state of our wel!- 
being is one of the genuinely bad 
manifestations of these times. 

Similarly, the quantity thecry 
of the value of money as related 
to prices and economic activity, 
which theory ordinarily has its 
roots in the utterly fallacious 
equation of exchange expounded 
by Irving Fisher in his book, The 
Purchasing Power of Money (The 
Macmillan Co., New York, 1911), 
and which has permeated and 
corrupted practically all our text- 
books on Economics, has obvious- 
ly taken a firm grip on the gen- 
eral run of our writers who per- 
sist in stressing some alleged re- 
lationship of the quantity of cur- 
rency to prices, or productive 
activity, or gross national product. 

Relatively few authors have 
penetrated and shov.n the falla- 
cies in Fisher’s so-called equation 
of exchange. Wesley Mitchell did 
something of a job on it in his 
Business Cycles: The Problem and 
Its Setting (National Bureau of 
Economic Research, New York, 
1927), pp. 128-139, but a large 
proportion of our textbook writ- 
ers and others continue to ex- 
pound the fallacious Fisher doc- 
trine in some form. 

Generalizations in this. area, 
based upon sound logic and upon 
the evidence produced by scien- 


tific methods, appear to be rela- 
tively few indeed. We _ prefer 
popular and current labels, slo- 


gans, statistical monstrosities, and 
superficiality to fact-gathering 
and generalizations based upon 
evidence. We cherish our statis- 
tical nonsense if it points in the 
direction we think we wish to go 
—for example, we seem to cherish 
especially the increases in our 
figures on gross national product 
and the expansion of Our cur- 
rency supply since both are wide- 
ly regarded as_ indications of 
greater economic wellbeing. 

In the light of common expe- 
rience and of logic, our present 
sense of euphoria can be expected 


to end either in an economic 
crash, when costs finally overtake 
selling prices in areas of strategic 
importance, or in a progressive 
depreciation of our currency, or 
both. The desires for a progressive 
depreciation of our currency are 
strong in this country. Such de- 
preciation is widely assumed to 
be preferable to any natural and 
proper readjustment needed to 
terminate and to squeeze out un- 
healthy forces in our economic 





Purchasing Agents Optimistic 


About 1 


system. 
powerful force pointing toward a 
further decline in the purchasing 
power of our currency. On the 
other hand, those who have that 
attitude may be confronted in due 
time with the fact that forces be- 
yond the control of our monetary 
and fiscal managers are precipi- 
tating the readjustments which 
our optimists still insist belong to 
some limbo of the past. 
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In that attitude lies a2 





957 Business Outlook 


Year-end dip found not to have dampened reporting purchasing 

agents’ general optimism for 1957, but incongruously, this 

viewpoint is reported to be in conflict with December figures 

which show new orders and production decidedly down and 
inventories up. 


The December 23rd “Bulletin” 
of the National Association of 
Purchasing Agents, which reflects 
the composite opinion of the pur- 
chasing agents comprising the 
NAPA Business Survey Commit- 
tee, whose Chairman is Chester F. 
Ogden of the Detroit Edison Com- 
pany, states: “The over-all opti- 
mism of purchasing executives, 
concerning the business outlook 
for 1957, is somewhat offset by a 
postelection lull in current condi- 
tions.” 


Continuing, the NAPA Bulletin 
points out, “the reports on De- 
cember business further substan- 
tiate last month’s tempered en- 
thusiasm for the present business 
situation. However, this year-end 
dip has not dampened the general 
cptimism for 1957. Some 34% of 
those who answered our special 
survey question about 1957 pros- 
pects say they think the first six 
months will be higher than the 
corresponding 1956 level. Only 
5% see it lower. An even greater 
number, 42%, think the full year 
of 1957 will surpass the year now 
closing. However, 15% are less 
optimistic and predict a poorer 
total year. The remaining report- 
ers do not anticipate any differ- 
ence in the two years. 

In many instances, however, 
this bright picture is clouded by 
concern over the international 
situation, the tight money prob- 
lem, and an expected decline in 
construction, particularly in the 
housing field. 

The long-range optimistic view- 
point expressed is in conflict with 
the December figures, which show 
new orders and production de- 
cidedly down and inventories up. 
Not since January 1954, have so 
many reported a decline in the 
new order situation. Production, 
of course, reflects this lower new 
order position and only 24% say 
their situation is better, as com- 
pared to 39% last month. 18% re- 
port lower production, as com- 
pared to 8% in November. 

Inventories are up significantly, 
with 30% of our reporting mem- 
bers having more purchased ma- 
terials on hand. Only 17% were 
in this position in November. 

Prices continue their upward 
movement—but at a reduced rate, 
and there is much evidence of in- 
creased buyer resistance to price 
increases. 

Lead time on new commitments 
continues its trend toward a hand- 
to-mouth basis. With a few well- 
recognized shortages still evident, 
materials are generally in ample 
supply. 

Employment remains high and 
steady. 


Commodity Prices 
The general price movement is 


still upward, but the leveling 
trend that started in October is 


again reflected this month. Fewer 
members report price increases 
than in any month since last June. 
Furthermore, there are evidences 
that, in specific commodities 
where capacity is in excess of de- 
mand, quotations are being re- 





ceived at less than “established” 
prices. There is, apparently, a 
growing resistance to price in- 
creases and a general feeling that, 
in order to avoid a squeeze on 
1957 profits, business is going to 
have to offset higher labor and 
material costs with more efficient 
operations. 


Inventories 


A marked reversal of the de- 
clining inventory trend, that has 
been prevailing for the past sev- 
eral months, appears in the De- 
cember reports. Where only 17% 
reported inventories up in No- 
vember, 30% indicate higher in- 
ventories this month. With pro- 
duction and new orders off, it is 
logical to expect that deliveries 
on previous commitments would 
temporarily build up inventories. 


Employment 
The relatively small number, 
17%, reporting employment 


greater this month is about equal 
to those reporting it as less. In 
general, most purchasing execu- 
tives believe that employment has 
reached a stable level and no 
significant change either up or 
down is expected in the near 
future. 
Buying Policy 


Last month’s reported shift to- 
ward the 30-day range in buying 
production materials received 
further confirmation in December. 
Over one-third of the members 
reporting are now in this range— 
highest reported since May, 1955, 
when the buying policy categories 
were separated into the present 
three components. 

On MRO items, 92% are buying 
such requirements within less 
than 60 days’ lead time. 

Forward buying on capital ex- 
penditures continues to lengthen, 
as 66% say they now require 120 
or more days. 

Specific Commodity Changes 

There is much less reported 
emphasis on price changes this 
month, either way, than for some 
time, indicating a much better 
balance in supply and demand 
relationships. 

On the up side are: Nickel, steel 
scrap, methanol, dyestuffs, paper, 
sugar, vegetable oils, coal, fuel oil, 
rubber, asphalt, sand and abra-~ 
Sives. 

On the down side are: Some 
copper items, tin and lumber. 

In short supply are: Nickel, 
steel (plate, structural, shapes, 
pipe and tube), and cellophane. 


E. G. Leavitt Opens 
Ezra G. Leavitt is engaging in 
a securities business from offices 
at 36 Wall Street, New York City. 


A. V. Mainiero Opens 


Anthony V. Mainiero is con- 
ducting a securities business from 
offices at 39 Broadway, New York 
City. 
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As We See lt 


which there can be little dispute among informed and 
dispassionate persons. 

There is, first of all, a sound basis for lack of con- 
fidence in the word or agreement of some nations. This 
is particularly true of Soviet Russia and Communist 
Chins. The only possible way in which confidence in 
these countries can be nurtured is for them to begin to 
establish a record of keeping their word. On the record 
th ir word is worthless, and any country which proceeds 
on the basis of faith in what the rulers of these’ land’s 
say is giving hostages to fate. We made such a mistake 
with respect to Japan a decade or two ago. We could 


hardly be expected to fall into a similar error in other 
cases now. 

This weuld seem to set very definite limitations 
upon the extent of any disarmament which we could 


offord to undertake in the circumstances now existing. 
{t calls into question suggestions, implied if not expressly 
stated, that we abandon a number of bases we now hold 
in various parts of the world—unless and until a dif- 
ferent world situation has somehow been evolved. It 
calls for care and discretion in entering into any broad 
agreement with Russia on China where our safety would 
be impaired by treachery on the part of those with whom 
we made bargains. 
Suspect, Too 

At the same time we must face up to the fact we 
stand suspect in the eyes of such countries as Russia and 
China and without doubt will remain so as long as we 
cing them with bases, and so long as we undertake 
an active role in the affairs of nations and peoples many 
thousands of miles from our own border or our own 
professed interests, as interests are defined in conven- 
tional world politics. The point we are raising is not 
the wisdom of maintaining such bases or of taking active 
parts in this and that area. It is certainly not to imply 
that we have any concealed or ulterior motives in what 
we are doing. It is merely to sav that it is inevitable that 
the rules of traditional world politics wil! be applied by 
many peoples of the world in interpreting us and our 
programs. There is in a certain sense, therefore, a solid 
basis for foreign suspicion of us — particularly among 
ihose peoples who have been in active competition with 
other imperialists throughout the centuries or else have 
been the victims of what is now known as colonialism. 

The ability to defend ourselves is not merely a matter 
of having more soldiers, more guns, better guns, more 
or better planes, more or better ships, or even more or 
better atomic weapons, as important as such things are 
for the purpose in hand. We had none of these things 
when Japan struck at Pearl Harsor, yet when the war 
came to an end in 1945, we were universally recognized 
as the greatest destructive force in the world. The de- 
velopment of atomic fission and fusion has changed many 
things, but it has not altered the fact that more than 
armament in being is essential to successful conduct of 
all-out war. The burden of modern armament is heavy. 
Carried to extremes it could so weaken a people that the 
met result would be quite the opposite of what is intended. 

But fully as important is the careful maintenance 
of a climate which encourages economic progress and 
productive activity. A country ready to produce arma- 
«ent in almost astronomical amounts in the case of neces- 
sity—ready in the sense of having an economy capable 
of it and a people productive enough for it—is the coun- 
iry which will demand respect from all. This is not 
merely a matter of avoiding placing crushing armament 
burdens upon the people. It is rather the sum total of 
all those public policies which directly or indirectly are 
helpful or harmful to the spirit of enterprise and the 
capacity to be productive. A sound economy at home is 
of first rate importance as a defense measure. 

Usefulness Limited 

The usefulness of government loans or government- 
sponsored loans is definitely limited. This is true also 
of loans made through the instrumentality of one or an- 
other of the international agencies new active. Mostly 
these are largely loans by the people of the United States 
in any event. But experience clearly shows that most 
of the advances of this sort have no very sound economic 
basis, and that they go “sour” sooner or later and leave 
il! will and friction instead of the constructive achieve- 
ments they were designed to accomplish. International 
slow ef investment funds had best be left to private busi- 


ness. with government taking care not to get in the way 
and making certain, so far as that is feasible, that private 
business gets a square deal. 

As to grants-in-aid or outright gifts, their success 
and the wisdom of making them varies with circum- 
stances. There have been occasions when excellent re- 
sults have been obtained. There may well be some such 
situations existing today. The good results to be obtained 
in this way, however, are obviously — obvious from the 
history of such matters—far less than is apparently sup- 
posed in many quarters. Effort to fill ‘‘vacuums” in the 
Middle East or elsewhere in the world by pouring out 
of our substance in typical generosity is more or less cer- 
tain to fail for the most part, leaving hard feelings in the 
end rather than gocd will and a basis for peace and free- 
dom in the world. 

The international tasks by which the Eisenhower 
Administration is faced, and the remainder of the world 
is faced for that matter, are thus seen to be extremely 
difficult. There is no ready-made solution for them. But 
good will and a determinatien to succeed, coupled with 
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good hard sense, should bring results in time. 


Continued from page 10 


New Process of 


Competition 


To Maintain Dynamic Growth 


for its purchaser. The producer 
stands behind his product to main- 
tuin the integrity of his brand. 


Producers’ Interest in the 
Merchant 

The producer has a vital inter- 
est in the merchants who retail 
his product and provide the serv- 
ices associated with it. What the 
producer seeks are allies who 
share his faith and enthusiasm in 
his product, who are eager to join 
with him in making everything 
about that product desirable to 
the consumer—its availability, its 
convenience, the reliability of its 
performance, the quality of the 
services rendered in connection 
with it, and of course its price. 

Finding such allies, the pro- 
ducer offers every means at his 
command to assist them in becom- 
ing skilled in the management of 
their businesses, for his success is 
largely a question of their success. 
The retail merchants, in turn, 
find their competitive effective- 
ness greatly strengthened by the 
talents and resources of the pro- 
ducer —in advertising, merchan- 
dising; training in sales and in 
business management; in perform- 
ance guarantees and in the char- 
acter and reputation of the brand. 
Together, they constitute a team 
which pits its combined talents 
against other similar téams that 
likewise are seeking to win the 
patronage and loyalty of the con- 
sumer. Thus there is brought to 
bear in the marketplace of con- 
sumption, a tremendous, dynamic 
competitive force. Contrast it with 
Mr. Jones’ shoe store! 

No one in the oil industry—or 
any other industry suddenly 
thought up dynamic distribution 
and put it into effect. It came 
about because of the desires of 
consumers themselves. 


Stocking One Brand 

Very quickly, let’s trace the 
history. By the early 1930's, it 
was apparent to practically every- 
one in the oil industry that motor- 
ists preferred to buy gasoline at 
stations that handled only one 
brand. The American people were 
becoming increasingly brand con- 
scious. They wanted their prod- 
ucts in the original package. They 
felt assured, in that way, that they 
got what they wanted and paid 
for. Because of the nature of gas- 
oline, as a bulk liquid, the entire 
service station became the “pack- 
age” and the brand identification 
on that package enveloped every- 
thing on the premises — products 
as well as services. The split- 
pump, or divided, station began 
rapidly to disapvear. 

Next, the success of the “‘one- 


stop” station became _ apparent. 
Motorists were demonstrating a 
strong desire to obtain automotive 
services and automotive acces- 
sories at the place they bought 
their gasoline and motor oil. The 
reason is obvious. Services are 
connected with the sale of gaso- 
line and oil. These products are 
put in the car. Services are like- 
wise connected with the sale of 
TBA. These products are installed 
in or on the car. As the automo- 
bile grew more complex, the fewer 
the hardy souls there were who 
had a taste for changing an oil 
filter, connecting a new battery, 
or putting a new tire on the rim. 
The service station offered an in- 
viting, open driveway and quick, 
courteous and competent service. 
Enter TBA! 

It was natural, then, that TBA 
should fall into the pattern of 
dynamic distribution that had 
developed for petroleum products. 
Ir brought the same benefits to 
the consumer and to dealer. Both 
gained because the TBA products 
identified with any one brand of 
gasoline were no longer objects 
of passive interest to the producer 
of that brand of gasoline. Their 
guality and price became matters 
of direct concern because they 
were a part of the total brand 
package capable, through asso- 
ciation, of enhancing or damaging 
the attractiveness and reputation 
of the brand. 





Consequences of New Distribution 


As I see it, there have been two 
important consequences of the 
way TBA distribution has devel- 
oped in the oil industry. The first 
is that competition in the sale of 
those TBA products which are 
sponsored by supplving companies 
has been greatly intensified. 
Whether the TBA item is manu- 
factured by the supplying com- 
pany; or bought, warehoused, re- 
sold and delivered by the supply- 
ing company; or sponsored through 
brand association by the supply- 
ing company—lI believe the effect 
in intensifying competition in the 
marketplace is the same. 

For the consumer, there is no 


better protection than intense 
competition. 
The second important conse- 


quence is that the service station 
dealer gained the same advantages 
in selling TBA that he had in sell- 
ing gasoline — advantages in ad- 
vertising support, merchandising, 
training, inventory management, 
credit, assurance of supply, per- 
formance guarantees and brand 
identification. 


I seriously doubt that I have 
said anything new to you. My 
purpose in reciting these things 
is to draw the issue on the prob- 


lem I referred to at the outset— 
the problem of the clash between 
the realities of progress in com- 
peting more effectively to serve 
the consumer, and the older con- 
cepts of what is, or isn’t, com- 
petition. 


Re-Think Antitrust Policy 


Clare E. Griffin, who is the 
Fred M. Taylor Professor of Busi- 
ness Economics at the University 
of Michigan, explores this ques- 
tion in the current issue of the 
“Harvard Business Review.” Pro- 
fessor Griffin’s keen insight into 
the problem has been further 
sharpened through his member- 
ship on the Attorney General’s 
National Committee to study the 
Antitrust Laws. He argues that 
our antitrust policy, including 
both legislation and enforcement, 
is a jumble because it operates 
on an unrealistic interpretation of 
the term ‘‘competition.” A matter 
of the old concept clashing with 
the new reality! 


Out of this clash has come such 
confusion in national policy that, 
whatever it is that competition is 
supposed to be, we have laws to 
maintain it, supplement it, mod- 
erate it and regulate it. Add to 
that the multitudinous interpréta- 
tions of ‘the courts and enforce- 
ment agencies and it is no wonder 
that we businessmen sometimes 
are as befuddled as the farmer 
who stood in the pasture and tried 
to remember whether he had just 
found a rope or lcst a cow. 


Professor Griffin pleads for an 
earnest effort to re-think our 
antitrust policy in the interest of 
developing realistic concepts of 
competition consistent with the 
kinds of business relations and 
organizations which contribute 
most effectively to economic 
growth and welfare. We must 
have, he says, a fresh approach to 
the concept of socially useful com- 
petition. What he is saying is that 
we need to replace the classical 
theories under which Mr. Jones’ 
shoe store is upheld as a model 
oi desirable competition. 


I am sure we can help in devel- 
cping the new theory of compe- 
tition—not in the narrow sense of 
what is ‘‘good business”’ but in the 
sense of best serving our great 
industrial economy. But that is a 
long-term undertaking in which 
businessmen can play only one 
pert. Economists, lawyers and 
government administrators must 
of necessity play the major role. 


Meantime, the confusion gives 
us matters for more immediate 
attention. 


A Better competition 


Let us first recognize that the 
confusion exists, and that it pro- 
vides opportunity for those who 
attack us to prey upon the mis- 
understanding it breeds. I be- 
lieve the dynamic. distribution 
practices of the oil industry rep- 
resent a forceful, beneficial com- 
petition which older classical tests 
of competition do not even detect, 
let alone measure. Yet the older 
concepts remain as an ideological 
structure to which our critics cling 
as they shout accusingly that we 
are using a_long-handled. spade 
when custom and tradition—and 
maybe even the textbooks and 
lawbooks—say the better instru- 
ment is the kadalie. The question 
is—or should be—does the long- 
handled spade seive the socially 
desirable purpose better? 

Next we must be certain in the 
essential rightness of our own be- 
liefs about competition. If you 
believe as I do, you believe that 
competition is not an end to be 
glorified in its own right, but a 
method whose sole purpose is to 
serve the interests of people—not 
only now but in the future 
through the constant pressure for 
inventiveness and progress that it 
brings to bear. It is not static— 
something that can be measured 
at any moment by such statistical 
methods as counting the number 
of buyers and sellers—but is dy- 
namic and subject more to meas- 
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urement in terms of performance 
and result. 

Finally, we must be aware that 
some of the gravest misunder- 
standing growing out of the con- 
flicting concepts of competition 
exists within our own industry. 
t is from within the industry that 
many of the complaints originate 
which lead to charges of anti- 
competitive, or monopolistic, ac- 
tion. In getting sales, we have 
sometimes failed to get misunder- 
standing on the part of those who 
are our allies in the competitive 
battle for customers. We have not 
properly interpreted our action 
or intent to them, or perhaps we 
have even neglected to develop 
complete understanding among 
the members of Gur own market- 
ing organization. 

In marketing TBA, no less than 
in marketing any of our products, 
opportunity exists to generate 
problems as well as to win un- 
derstanding and appreciation. Mu- 
tual trust and respect are as es- 
sential in any successful alliance 
as is community of interest. These 
are developed both by words and 
deeds, based on a realistic evalua- 
tion of the interdependency of 
relationships which exist between 
ourselves and the local business- 
men allied with us in competing 
for customers in the hometown 
markets across the land. 


Must Progress 


Winning understanding of the 
ways in which dynamic distribu- 
tion strengthens competition to 
the advantage of both the con- 
sumer and the retail dealer is the 
great challenge that confronts all 
of us who are concerned with 
marketing. Marketing in the oil 
industry, as you well know, is the 
target for reactionary proposals 
of great variety, including public 
utility control and divorcement. 
They would set the oil industry 
back 40 years, to the days of Mr. 
Jenes’ shoe store. It seems strange, 
in this jet age, to hear someone 
shout, “Get a horse!” I conceive 
it to be our job to help update the 
antique ideas — to help keep 
America progressive. 

We are dedicated to the prin- 
ciple of competition, and to that 
principle our dedication will be 
unswerving. But we need to un- 
derstand the new process of com- 
petition made necessary by the 
dynamic growth of our economy, 
and to develop better tests for the 
measurement of competition. One 
cannot explain that which he him- 
self does not understand. Nor can 
one gain agreement on the value 
of something until there is agree- 
ment on the tests to be applied to 
measure its value. We must be 
both pioneers and missionaries in 
developing understanding, first 
within our industry and then 
among the public. Only then can 
the principle of competition be 
protected from the strangling con- 
sequence of regimenting the ways 
in which competition expresses it- 
self. And omy with such protec- 
tion can competition be preserved 
as the dynamo that drives us un- 
ceasingly in serving yet better and 
more fully the interests of all the 
American people. 


Form Mufin Co. 


S. R. Cornell is engaging in a 
securities business from offices at 
329 West 57th Street, New York 
City, under the firm name of 
Mufin Company. 


White, Weld Adds 


‘Special to Tur Financial CHRONICLE) 
LOS ANGELES, Calif. — Har- 
old B. Meloth has been added to 
the staff of White, Weld & Co., 
523 West Sixth Street. 


With Richard A. Harrison 


(Special to Ture Financia, CHRONICLE) 


SACRAMENTO, Calif.—Charles 
L. Simpson has become affili- 
ated with Richard A. Harrison, 
220 Sixteenth Street. 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





The First National City Bank 
of New York has appointed Sid- 


ney A. DaCosta an _ Assistant 
Manager — Advertising and Phi- 
lemon N. Hoadley an Assistant 


Manager—Public Relations. Both 
are members of the Public Rela- 
tions Department. 


Mr. DaCosta’s duties are con- 
cerned with the bank’s national 
and local advertising, while Mr. 
Hoadley’s duties are with the 
bank’s television and promotional 
programs. 

Mr. DaCosta, a graduate of 


Rutgers, class of 1948, has been 


with the bank since 1952. Mr. 
Hoadley, a graduate of Dart- 
mouth, class of 1950, has been 


with the bank since graduation. 


The following official promo- 
tions at The Bank for Savings in 
the City of New York, effective 
Jan. 1, 1957 are announced by 
Alfred S. Mills, President of the 
Bank: 

Edwin G. Picken, Vice-Presi- 
dent: William P. Schweickert, Jr., 
Assistant Vice-President; Daniel 
L. Chamberlain, Assistant Vice- 
President. 

New officers appointed from 
members of the staff include: 


John A. Baker, Assistant Secre- 
tary; John J. Fischer, Assistant 
Secretary. 


The First National City Bank of 
New York announced the appoint- 
ment of Daniel C. deMenocal as 
Assistant Vice-President, and Leo 
B. Cooney, H. Eric Schmidt and 
Reginald P. Vincent as Assistant 
Cashiers. 


Walter E. Dennis has been ap- 
pointed an Executive Vice-Presi- 
dent of The Chase Manhattan 
Bank, New York, J. Stewart 
Baker, President, announced on 
Dec. 20. He will be in charge of 
the bank’s national territorial or- 
ganization, succeeding George 
Champion, who will become 
President of the bank on Jan. 1, 
1957. 

Mr. Dennis, who is 51, has been 
with the bank for 30 years, serv- 
ing with the branch loan commit- 
tee at the head office from 1931 
to 1946. He was appointed a 
Vice-President in 1945 and dur- 
ing recent years has supervised 
the bank’s business in Pennsyl- 
vania and Ohio. Since 1953 he 
has been deputy head of the 
United States department, which 
includes the public utilities, pe- 
troleum and aviation divisions as 
well as relationships with out-of- 
town banks and corporations. 


Herbert L. Golden, in charge 
of the Amusement Industries 
Group at Bankers Trust Company, 
New York has been named Vice- 
President it was announced on 
Dec. 20, by S. Sloan Colt, Chair- 
man of the Board. 

Mr. Golden, who began his 
career with the bank in 1952, 
was formerly motion picture edi- 
tor of “Variety,” with which he 
was associated for 14 years. He 
was elected an Assistant Vice- 
President in 1954 and has been 
a leading figure in handling fi- 
nancial motion picture and tele- 
vision deals since joining the 
company. 


Eight women have been ap- 
pointed officers of Chemical Corn 
Exchange Bank, New York, ac- 
cording to announcement on Dec. 
21, by Harold H. Heim, Chairman. 
Having had wide experience in 
both operations and customers re- 
lations at various branch offices, 
all of the women are named As- 
sistant Managers. They are: Anna 





Medora Davis, Marion M. Puvo- 
gel, Dorothy E. Finigan, Margaret 
F. McGrath, Lillian M. Nitzsche, 
Hazel I. Ruschelau, Dorothy M. 
Noble and Mary H. Henderson. 


Arthur S. Kleeman, President 
of Colonial Trust Company, New 
York City, announced that the 
bank’s directors voted to add 
$100,000 to surplus, by a transfe: 
of that amount from the institu- 
tion’s undivided profits. 


Frederick W. Jackson, has been 
named a Vice-President of The 
Dime Savings Bank of Brooklyn, 
N. Y., it was announced by George 
C. Johnson, President of the 97- 
year-old institution. 

For the past seven years, Mr. 
Jackson has served as Assistant 
Vice-President in charge of new 
construction loans and_ builder 
operations and that will continue 
to be his primary assignment in 
his new officer rank. 

Mr. Jackson joined the staff of 
“The Dime” as an inspector in its 
mortgage department on Sept. 23, 
1929. 

After serving in various capaci- 
ties in the mortgage department 


of the bank for 16 years, Mr. 
Jackson attained officer rank in 
December, 1945, when he was 


named assistant mortgage officer. 
Four years later, he was appointed 
an Assistant Vice-President. 

* % % 

At special meetings to be held 
some time in February, the 
stockholders of the Bank of Mal- 
verne, Malverne, N. Y. and the 
Meadow Brook National Bank of 
West Hempstead, N. Y. will be 
asked to vote on a= proposed 
merger of the Malverne institu- 
tion into the Meadow Brook or- 
ganization, it was announced on 
Dec. 21. 

The announcement was made 
jointly by Emil R. Heger, Presi- 
dent of The Bank of Malverne 
and Augustus B. Weller, President 
of Meadow Brook. In a further 
statement Mr. Weller added that 
“the application for this merger 
was originally filed prior to the 
moratorium on bank mergers in 
Nassau County and has been un- 
der consideration for more than a 
year.” 

If approved, the 
stitution will add 
assets bringing 


Malverne in- 
$10,000.000 in 
Meadow Brook’s 
total resources to approximately 
$300,000,000. Meadow Brook’s 
total number of offices will then 
be 27. 


Mr. Harold J. Marshall, Presi- 
dent of National Bank of West- 
chester, White Plains, N. Y. has 
announced the elections of Mr. 
Richard C. Ives, Mortgage 
Originator to Assistant Vice- 
President, Mr. Kenneth E. Sulli- 


van, Advertising Manager to 
Assistant Cashier in charge of 


Advertising and Public Relations, 
and Mr. Edward H. Townsend, 
Methods Supervisor to Assistant 
Cashier. The elections took place 
at the monthly meeting of the 
bank’s Board of Directors on Dec. 
ia. 

Mr. Ives, a resident of North 
Tarrytown, New York, has been 
with the Mortgage Originating 
Department since joining Nationa! 
Bank of Westchester in February 
of 1955. He had been with the 
Albany Savings Bank for 25 years. 

Mr. Sullivan, a native of New 
Rochelle, has been with the Bank 
since 1952. He has been associated 
with the Public Relations Depart- 
ment since 1955 as Director of 
Advertising. Mr. Townsend, also 
of New Rochelle, started his bank- 
ing career with the former Chase 


National Bank of New York. 
last week celebrated 25 years 
with National Bank of West- 
chester, having become associated 
with the New Rochelle’ Trust 
Company in 1931, now a part of 
National Bank of Westchester. 

He was named Methods Super- 
visor of the Bank in September of 
this year. 


He 


Ellenville National Bank, Ellen- 
ville, New York, was granted a 
charter by the Comptrolier of the 
Currency on Dec. 20, 1956, and on 
that day became a member of the 
Federal Reserve System. This new 
bank opened for business on Dec. 
21, 1956, with capital of $400,000 
and surplus of $300,000. 


H. Frederick Hagemann, Jr., 
President of the Rockland-Atlas 
National Bank of Boston, Mass., 
announced on Dec. 18, the follow- 
ing promotions: 

Cushman S. Gray, in charge of 
the Machine Accounting Depart- 
ment, to Assistant Cashier. 

Arvid Wilcin, Manager of the 
Accounting Department, to Assist- 
ant Cashier. 

Bradford C. Jernegan, Assistant 
Branch Manager, to Assistant 
Cashier. 


Frank C. Dodge, Manager of the 
Auditing Department, to Assist- 
ant Auditor. 


President, Edward L. Clifford 
announced that Mr. Herbert L. 
Morris has been elected Treasurer 
of the Worcester County Trust 
Company, Worcester, Mass. He 
succeeds to the title which has 
been held temporarily by Mr. 
Clifford since January, 1956. 

Mr. Morris began as an assistant 
bookkeeper in 1915 at the Hudson 
County National Bank in Jersey 
City, N. J. and has held official 
positions in several banks includ- 
ing those of executive Vice-Presi- 
dent and director of the West 
Hudson National Bank, Harrison, 
N. J. and President and Chair- 
man of the board of the Valley 
Stream National Bank and Trust 
Company of Valley Stream, N. Y. 


In 1948 he started his own 
organization, the H. L. Morris 
Company, specializing in bank 


audits, examinations and surveys. 
Mr. Morris will assume his 

duties with the Worcester County 

Trust Company about Feb. 1. 


The First National Bank of 
Jersey City, N. J., announced on 
Dec. 20, that in addition to the 
usual cash Christmas gift dis- 
bursed to all members of its staff, 
111 men and women who had 
completed five years or more 
service with the bank have been 
presented with one share of its 
capital stock. Among the em- 
plovee-shareholders were 37 
members of the staff who became 
eligible for the stock gift this 
year. 

This is the largest group to 
qualify in any of the three years 
in which the stock award was 
made, the bank said. To date 
some 301 shares have been dis- 
tributed to five-year employees 
of First National Bank of Jersey 
City. 


Two new officers were elected 
and an increase in surplus of the 
bank to $2,000,000 was authorized 


on Dec. 19 by the board of 
directors of The Ohio Citizens 
Trust Company at Toledo, Ohio 


at their regular monthly meeting, 
according to Willard I. Webb, Jr., 
President. 

Herbert O. Lilje, manager of the 
corporate trust division, and Al- 
fred G. Wiegand, manager of trust 
operations, were elected assistant 
secretaries of the bank. 

The increase in surplus to 
$2,000,000, Mr. Webb said, was 
brought about through a transfer 
of $250,000 from undivided profits 
and results in boosting capital- 
surplus to $3,500,000. 

Mr. Lilje has been with Ohio 
Citizens since 1932. Prior to that 
time, he was with the Commercial 
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Savings Bank and Trust Company 
and the Walbridge State Bank. 

Mr. Weigand joined Ohio Citi- 
zens in 1938. He had had wide 
and varied experience in account- 
ing methods while serving with 
The Guardian Trust Company, 
Cleveland. 

Maurice J. Freeman, member of 
the law firm of Lowenhaupt, 
Mattingly, Chasnoff, Freeman and 
Holland, has been elected a 
director of Baden Bank, St. Lowis, 
Mo., it has been announced by 
James A. Reid, President. 


The board of directors of Baden 
Bank, St. Louis, Mo. have passed 
a resolution recommending te 
stockholders that the Bank’s capi- 
tal be increased from $700,000 to 
$800,000 and surplus from $300,000 
to $400,000, making the bank’s 
capital and surplus $1,200,000. The 


stockholders will vote on the 
recommendation at a. special 
stockholder’s meeting Feb. 26 


James A. Reid, President, stated 
that the board of directors recom- 
mend the increase in capital and 
surplus because of the bank’s con- 
tinuing growth. 


James M. Kemper, Board Chair. 
man of the Commerce Trust Com- 
pany, St. Louis, Mo., announced 
the election of two new Directors. 
They are Edward T. McNally, 
President and Treasurer of the 
McNally Pittsburg Manufacturing 
Corporation, Pittsburg, Kan.; and 
Robert A. Long Ellis, Vice-Presi-— 
dent and Director of Internationa? 
Paper Company. 


te 


President S. Clark Beise on Dec 
18 opened the Bank of America’s 
San Francisco, Calif. 600th branch 
in the state. 


Named _ the_ Bayshore-19th 
branch, it stands on land that was 
undeveloped shoreline seven years 
ago in southeast San Mateo on 
the San Francisco Peninsula. 


The Canadian Bank of Com- 
merce, Toronto, Canada announces 
that William M. Currie has been 
appointed Regional Superin— 
tendent of the Bank’s Centrai 
West Region with headquarters 
in Winnipeg. Mr. Currie pre- 
viously was Chief Inspector of the 
Bank. He has held positions at 
branches in Alberta, has served 
the Bank in the British West 
Indies and London, England, and 
successfully in senior capacities 
at the Bank’s Head _ Office, 
Toronto. 


Mr. N. W. Chisholm who has 
been General Manager of the 
National Bank of India Limited, 
London, England since April 1, 
1953 has announced his intention 
to retire on 31st instant after 
nearly 50 years’ service with the 


Bank and Mr. William Kerr, 
Deputy General Manager, has 
been appointed to succeed him. 


Mr. Chisholm retains his seat on 
the Board of Directors. 

Mr. G. T. Gillespie has been 
appointed Deputy General Man- 
ager. 

Mr. H. D. Cayley has been ap- 
pointed Assistant ,General Man- 
ager and Mr. R. C. Hunter. and 
Mr. K. Crawfurd have been ap- 
pointed Managers. 


With First California 
(Special to THe FINANCIAL CHRONICLE) 
CHICO, Calif. — Kenneth H. 
Eckel is now with First California 
Company, 221 West Second Street. 
He was previously with Neal 
Kellogg. 


Joins Kidder, Peabody 


Special to THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. 
Thomas L. Corn is now with Kid- 
der, Peabody & Co., Russ Build- 
ing. He was formerly with Mutual 
Fund Associates, Inc. 
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Continued from page 3 


What Electronics Means to You 


etrated its “picture-phone,” 
whereby you will some day be 
able not only to talk to but actu- 
ally see the person you are call- 
ing. Regardless of the vision of 
possible embarrassment which 
this development raises, no one 
can deny that it represents a tre- 
mendous advance in the field of 
communications — and electronics 
is its key. 

Looking ahead, we can say con- 
fidently that the footsteps of the 
future in the electronically-con- 
trolled home are just outside 
your door. Only recently, RCA 
announced an _ ill - electronic, 
noiseless refrigerator having no 
moving parts, and the develop- 
ment of all-electronic air condi- 
tioning for the home. In addition, 
there is the “radarange”’ devel- 
oped by Raytheon and being used 
today on a limited scale in kit- 
chen ranges being produced by a 
few forward-looking manufactur- 
ers. This cooks by microwaves 
and is able to turn out a complete 
dinner in a matter of minutes, 
compared with hours as with your 
present cooking facilities. It is 
an amazing characteristic of cook- 
ing with such equipment that 
while it cooks thoroughly and to 
the taste, heat is not dissipated 
outside the food itself. 

Electroiuminescence, which I 
have mentioned before, will sup- 
ply the lighting of your ftuture 
home, and bring controlled illu- 
mination to your rooms at the 
flick of a switch or the turn of a 
knob. In fact, it is expected that 
all the facilities of your house— 
from attic to basement—will be 
electronically controlled, probably 
from a central panel within easy 
reach of the housewife. As one 
engineer has been quoted as say- 
ing: the only problem remaining 
in the design and operation of a 
robot home is whether to label 
the master control “his” or “hers.” 
Everything else is a matter of 
known fact and ‘scientific prac- 
ticability. 

Stepping out of the home for a 
short distance, we have visible 
evidence of a coming revolution 
in shopping for the housewife 
living in this home of the future. 
Already experiments have shown 
that the pushbutton supermarket 
is a practicality. The housewife 
will be abie to shop in ease and 
comfort and with little effort. 
Having made her pushbutton se- 
lections, the groceries, meats and 
vegetables she has ordered will 
reach her at the paying desk in 
a matter of minutes, all packaged 
and ready to be placed in her 
car. This is fantasy? Not quite— 
such a picture of the supermarket 
of the future has already been 
seriously drawn by at least one 
large grocery chain, the IGA 
stores, and others in this field are 
reportedly quite interested. 


Computer Is Most Important 


Let’s leave the home and go 
to the office. Here we will find 
perhaps the most important elec- 
tronic device of all—the com- 
puter. If steel forms the back- 
bone of industry —in fact, our 
economic system—then electronics 
is its nervous system and the 
brain of this highly sensitive sys- 
tem is the electronic computer. 
Basically, the computer is de- 
signed to do anything that man’s 
mental processes can accomplish, 
only do it more accurately and 
fa Fundamentally, the func- 
tions of the computer comprise 
computation, tabulation and _ in- 
terpretation of scientific, engi- 
neering and general office data. 

However, the applications of 
the electronic computer extend in 
all directions, far beyond the of- 
fice door. They have an increas- 
ingly important role in industry, 
commerce, banking and merchan- 
dising. In their most spectacular 
yole, they are the “master robots” 


of the completely automatic fac- 
tory. Their task, in this respect, is 
to correlate and integrate the 
various electronic assembly lines. 
For example, though on a per- 
haps smaller scale than the com- 
pletely automated factory, one 
such robot now turns a blueprint 
into a completely finished prod- 
uct, an intricate mechanism which 
is the heart of a jet plane en- 
gine’s fuel-control system. 

Computers have written music, 
played checkers and picked base- 
ball winners. The U. S. Signal 
Corps recently unveiled an elec- 
tronic “brain,’ an IBM 705, which 
does days of paper work in min- 
utes. It is designed to provide 
high-speed control] of global logis- 
tical operations and save days 
and weeks of paper work. A 
“classroom communicator” is be- 
ing used at Penn State University, 
which enables a student to reply 
to questions simply by pressing 
one of several keys enclosed in a 
box by his side. The class per- 
centage of correct responses and 
individual scores are computed by 
the machine. At Massachusetts 
Institute of Technology, the de- 
partment of modern languages is 
investigating the possible use of 
computers to translate languages. 
And an electronic brain has au- 
thored a book—a 42,000-word dic- 
tionary of potentially useful 
chemical names ior Charles Pfizer 
& Co., chemical manufacturers. 

Among other machines useful 
in the office we find the same 
pattern of expanding utility 
through electronics. Underwood 
Corporation recently showed off a 
device called the Elecom File 
Processor, which reduces. the 
contents of 1,600 file cabinet 
drawers to less than three cubic 
feet of space. Social Security rec- 
ords are to be processed elec- 
tronically and electronic tabu- 
lating machines are to be used to 
compute insurance premiums at 
the Veterans Administration. The 
U. S. Weather Bureau is using 
computers to digest temperature, 
pressure and wind data and the 
Post Oftice Department uses elec- 
tronies for sorting letters and 
other mail by destinations and 
feeding them automatically into 
cancelling machines. 

It’s a short step from the office 
to the factory where closed-cir- 
cuit television and other phases 
of industrial electronics are rap- 
idly pushing many segments of 
industry toward completely auto- 
matic operation, or what we have 
come to call automation. Closed- 
circuit devices are being used to 
watch dangerous’ processes, to 
peer into combustion chambers 
and furnaces and otherwise to 
monitor factory operations noi 
possible in any other way. Closed- 
circuit television cameras and 
other electronic devices are also 
being used to safeguard plant 
property. 

Electronic controls maintain 
and operate production lines in a 


great variety of industrial opera-- 


tions. For example, at Esso 
Standard Oil Company’s Bayway 
(New Jersey) refinery a_ high- 
speed electronic control system 
has been developed by Minneap- 
olis-Honeywell to automatically 
control quality in the production 
of a commercial solvent and keep 
a continuous record of operations 
there. At the Heltzel Steel Form 
and Iron Company plant in War- 
ren, Ohio, an electronically-con- 
trolled batching machine au- 
tomatically selects and weighs 
precise amounts of any number 
of bulk materials. Using stand- 
ard punch cards, the machine’s 
electronic equipment scans the 
card, operates the gates and 
valves of storage bins, and simul- 
taneously checks the weights of 
materials as they come from the 
bins. Elsewhere, at General Mo- 
tors, closed-circuit television 
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is being used to observe suspen- 
sion of test cards during actual 
operation. A camera is attached 
to the underside of the front or 
rear bumper of the car and is 
focused on the parts which en- 
gineers wish to study. An ob- 
server in the rear seat watches on 
a 14-inch monitor. The picture he 
sees can also be microwaved to 
the laboratory where engineers 
can view what goes on under- 
neath the car under different road 
conditions. 

These are random samples of 
the progress of electronics in in- 
dustry. They can be multiplied a 
huncred fold as one surveys the 
entire industrial complex and 
they fully suggest eventual auto- 
mation of most of our factory and 
plant operations. Even in its in- 
itial stages, which I seriously feel 
is all you can say about auto- 
mation right now, the applications 
of electronics result in greater 
speed and efficiency of operation. 
Evenutally, automation will not 
only create more jobs, more prod- 
ucts at lower cost, but also will 
raise labor standards and provide 
more leisure time for the work- 
ers. 


Many Uses of Television 


In other areas, some overlap- 
ping on those aiready mentioned, 
we have seen important advances 
resulting from the application of 
electronics. Today, there’ are 
some 26 educational television 
stations reaching an_ estimated 
audience of 43 million people, or 
more than the regularly enrolled 
school population of the United 
States. More than 100 closed-cir- 
cuit television installations are 
now in use in classrooms through- 
out the country and the number 
is expected to increase each year. 
Through this medium, the best 
teachers and instructors are able 
to serve the educational needs ot 
a greater and greater number ot 
students without imposing any 
additional burden on existing ed- 
ucational facilities. At the same 
time, the electronic medium per- 
mits a fuller use of the teachers’ 
capabilities than today is other- 
wise possible with crowded class- 
rooms and, in many places, inade- 
quate teaching facilites. 

In medicine, the’ electronic 
microscope, improved x-ray de- 
vices and other electronic diag- 
nostic equipment have made pos- 
sible new techniques in_ the 
treatment of diseases and have 
broadened the -knowledge of hu- 
man ills and their therapy. Only 
recently, the Michigan Hospital 
Service ordered a new electronic 
brain, the Datamatic 1,000, which 
will keep track of the hospital 
and medical records of more 
than three and a_ehalf-miilion 
Michigan residents. This brain 
can read and write at the rate of 
60,000 digits per second, simul- 
taneously handling 1,000 multi- 
plications, or 4,000 additions, or 
5,000 comparisons. 

Closed-circuit television  sys- 
tems for hospital and laboratory 
use, made by the Dage Television 
Division ot Thompson Products, 
are in use, for example, at Loy- 
Ola University’s School of Den- 
tistry where an entire class of 
100 students can watch a demon- 
stration at the same time. At the 
Cleveland Clinic, a_ television 
camera mounted on a fluoroscopic 
image amplifier has cut by 26 
to 30% the time needed to per- 
form certain heart operations. The 
TV camera transmits the heart 
image to a large television screen 
where it may be easily studied by 
all doctors and nurses of the team 
performing the operation. By 
means of additional television 
monitors connected to the cam- 
era in a colsed-circuit, the tele- 
vised picture of the heart may 
be viewed in another room pre- 
pared to permit observation by 
consulting physicians and_in- 
struction of students. 


Aids Government and Military 


The purely mechanical opera- 
tions of your government are 


gradually being improved as a 
result of the introduction of com- 
puters and other electronic office 
machines for record-keeping and 
other governmental paper work 
processes. While it has moved 
slowly into the use of electronics 
for its own office operations, it 
has not been laggard in its appli- 
cations of electronics to the de- 
fense of our country. Here lies 
probably tne largest single seg- 
ment of advanced electronics ap- 
plication. 

Approximately $1 billion a year 
has been earmarked for electronic 
devices in the defense budget. 
This covers a variety of highly 
technical equipment for guided 
missiles, for military aircraft, for 
Navy vessels and military ground 
operations. Radars have been de- 
veloped whose protection has 
been extended four-fold over the 
first sets used in World War II. 
These devices have also been 
made more selective and less sub- 
j@ct to error in that they can 
detect only moving objects, elim- 
inating structures and buildings 
which sometimes have interfered 
with proper analysis. Even be- 
yond that is the development of 
infra-red detection devices, said 
to be far superior to existing 
radars. Don’t ask me how they 
work. I frankly don’t know, but 
I am sure that their usefulness is 
not denied by the electronic 
scientists who developed them. 
I’ll take their word—as I have to 
on all technical aspects of elec- 
tronics. 

It is fully in the cards that the 
military aircraft of the future will 
be completelly electronically con- 
trolled. The developments in this 
area will certainly be eventually 
extended into commercial aircraft 
where speeds and operations will 
be possible to a degree beyond 
present practicality. All of the 
large cities of the world will be 
virtually within commuting dis- 
tance of each other in our life- 
time. 

Elecronic devices have been de- 
veloped which will insure the 
maximum of safety in airport 
traffic control and it is more than 
a dream that within the next 10 
years every U. S. Naval vessel 
will be atomic powered. Further, 
we can expect that the full ap- 
plication of atomic energy to 
peaceful pursuits — possible only 
through the controlling factor of 
electronics—will extend well be- 
yond its primary use and into the 
eventual production of goods and 
services on a scale which today 
would be termed no less than 
fantastic. 

The atomic-powered submarine 
is here—in the Nautilus and the 
Sea Wolf now being constructed. 
The production. of energy for 
home and factory is just around 
the corner with nuclear-fueled 
power plants already built and in 
the process of :.construction. The 
atom-driven merchantman of the 
future, the atomic-powered air- 
plane and, even farther ahead, the 
atomic-engined automobile are off 
the ground of conjecture and rest 
now at the practical research 
level. 

A French philosopher once said 
(and I quote): “Only the past is 
settled.” It is a curious, though 
understanable, 
talk about electronics, I invari- 
ably hesitate to put a period to its 
accomplishments. Regardless — of 
the tremendous advances in this 
science, particularly in the past 
decade, and the manifold applica- 
tions which have developed, I 
find myself unable to complete 
the sentence, so to speak. So much 
more than can be added in the 
future to every present statement 
of accomplished fact that it 
would appear the subject is one of 
endless. eemposition. We can dot 
the “eyes” and cross: the-‘‘tees” of 
electronics, but for the life of me, 
as thesvistasof electronics unfolds, 
I cannot put a “period” to its ap- 
parently limitless end. 

In this, I feel, there is signifi- 
cant meaning in terms of increased 
opportanity, improved health, 
wealth and the pursuit of happi- 


fact that when I. 


ness. It makes no difference where 
you sit — as an onlooker or a 
participant — whether you are a 
cynic or a deep-dyed optimist as 
I am—electronics, I am sure, will 
change everyone’s life. Elec- 
tronics, in the final analysis, is 
more than a science or an indus- 
try; it is a way of life—your life 
today and in the future. 


William H. Doheny 
Joins E. F. Hutton & Co, 


_ William H. Doheny, Jr., will 
join the securities brokerage firm 
of E. F. Hutton & Company, 61 
Broadway, New York City, as a 
limited partner effective Jan. 1. 
He is the first rhember of a prom- 
inent family of California oil 
pioneers to enter the stock bro- 
kerage field. 

Mr. Doheny has been an inde- 
pendent oil operator since 1946. 
He is a member of the board of 
Union Oil Company of California 
and the Brea Chemical Company. 
His grandfather, Edward L. Do- 
heny, made some of California’s 
most important oil discoveries at 
Kettleman Hills, and later sold 
his holdings to a firm now known 
as Getty Oil. 

The appointment of Mr. Doheny 
to E. F. Hutton & Co. signifies its 
continued expansion and interest 
in the western states. In addition 
to principal western offices in 
Los Angeles and San Francisco, 
the firm operates 14 branches in 
California cities, six in Texas, and 
two each in Arizona and New 
Mexico. This group represents 
two-thirds of E. F. Hutton’s na- 
tional network of 33 offices. 


Los Angeles Bond Club 
Elects New Officers 


LOS ANGELES, Calif. — Wil- 
liam D. Witherspoon, of Wither- 
spoon & Company, Inc., has been 
elected President of The Bond 
Club of Los Angeles. A. Norman 
Bennett, of Stern, Frank, Meyer 
& Fox, was elected Director and 
Secretary; Robert L. Lindstrom, 
of American Funds Distributors, 
Inc., Director and Treasurer; Gor- 
don B. Crary, Jr., of E. F. Hut- 
ton & Co., Director; and George 
M. Forrest, of Paine, Webber, 
Jackson & Curtis, Director. 

At the business meeting; out- 
going Club President Lewis’ J. 
Whitney, Jr., of Dempsey-Tegeler 
& Co., reviewed the Bond Club’s 
events in the current year, and 
then formally turned his office 
over to President-elect Wither- 
spoon. In an address to members, 
President Witherspoon said that 
committee appointments and 
plans for 1957 are being prepared, 
with an expectation of a contin- 
ued high level of activities for 
the Bond Club in the coming 
year. 


Francis du Pont Adds 
(Special to THe FInaNciaL CHRONICLE) 
LOS ANGELES, Calif. — James 
A. Keating has become connected 
with Francis I. du Pont & Co., 677 
South Figueroa Street. 


With Sutro & Co. 


(Special to THe FrnancraL CHRONICLE) 
SAN FRANCISCO, Calif.—Jess 
W. Braucht is now connected with 
Sutro & Co.; 460 Montgomery 
Street, members of the New York 
and San Francisco Stock Ex- 
changes. 


With Sutro & Co. 
(Special to THe FinanciaL CHRONICLE) 
SAN JOSE, Calif. — George N. 
Pardue’ is now affiliated with 
Sutro & Co., 55 North First Street. 


Shaw Adds to Staff 
(Special to THe Financial CHRONICLE) 
SAN MARINO, Calif. Ss... 
Wayne Lynch is now connected 
with Shaw &-Co., 2394 Hunting- 
ton Drive. 
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Indianapolis Power & Light Company 


Electric service in Indianapolis 
dates back to 1881 — only two 
years after Thomas Edison in- 
vented the incandescent lamp. 
Indianapolis Power & Light was 
formed by a merger of two com- 
peting companies in 1926, but. it 
belonged to a holding company 
system until 1940, when the stock 
was sold to the public and the 
company became independent. 


The company serves the Indian- 
apolis metropolitan area of about 
528 square miles, in Marion 
County and = parts of adjacent 
counties. The present estimated 
population is about 620,000. The 
increase in population in_ the 
1940-50 decade was 20% and an 
equally good rate of growth has 
continued since that time. 


Indianapolis is the capital of 
Indiana and has been called the 
“Crossroads of America.” It is 
served by six railroads, five air- 
lines and 130 highway carriers, 
and hence is easily accessible for 
shippers of basic and finished 
products to all the principal mar- 
kets for manufactured goods in 
the United States. It is also a 
focal point in the new Federal 
highway development program— 
there will be more “freeways” 
converging on it than on any 
other city. 


Over 1,100 industries, large and 
small, are represented in Indian- 
apolis, and its factory operations 
cover such a wide variety of 
products that it is recognized as 
one ef the most diversified manu- 
facturing cities in the country. 
‘The list of manufactured products, 
-too large to itemize fully, includes 
pharmaceuticals, paper products, 
food and kindred products, ord- 
nance, textiles,-refined petroleum, 
rubber products, road machinery, 
jet engines, automobile parts 
‘including truck engines and trans- 
missions — and telephone equip- 
ment. All of these industries pur- 
chase their power requirements 
from Indianapolis Power & Light 
Company. 

General Motors’ Allison Division 
is the company’s largest indus- 
trial customer, and GM contrib- 
utes annual revenues of over $2 
million. Eli Lilly, Western Electric 
and Chrysler rank next, with 
other industries and Federal de- 
fense activities following. Ford is 
building a large plant and General 
Motors is spending $75 million to 
increase its Allison Division. 

Indianapolis is also an impor- 
tant wholesale and retail center as 
well as the trading center for a 
large farm area, providing a mar- 
ket for a territory extending 75 
miles in every direction. The City 
ranks seventh in the U. S. in per 
capita income (among cities in its 
population class and above) and 
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70% of all families own their own 
homes. 

The company has shown good 
growth, and current revenues are 
about $43 million compared with 
$18 million in 1945. During the 
postwar decade the number of 
customers increased 39% and 
average residential kwh use 134%. 
While the balance for common 
stock has increased about 364%, 
the gain in share earnings has 
been less impressive because of 
an jncrease in the number of 
common shares from 715,000 in 
1945 to 3,355,000 in 1955. Profits 
per share jumped from 97c in 1945 
to $1.66 in the following year.when 
excess profits taxes were lifted, 
but remained irregular thereafter, 
with $1.62 reported in 1954: in the 
following year earnings improved 
to $1.88 and for the current year 
are estimated at $2.09. President 
Pritchard, in a recent address be- 
fore the New York Society of Se- 
curity Analysts, forecast earnings 
in 1957 at $2.07 and for 1958 at 
$2.20. The anticipated leveling off 
in 1957 will be due partly to the 
effects of 1957 financing and 
partly to an expected reduction of 
“interest during construction” in 
1957. 

One reason for the issuance of 
so much common stock in the 
postwar decade, with its diluting 
effects on share earnings, was the 
necessity of raising the common 
stock equity from below-normal 
levels after the company emerged 
from a holding company system. 
The equity ratio in 1945 was less 
than 16% but in two years was 
raised to 28%. It stayed around 
that level for several years, but 
by 1953 was 35% and currently 
is 38%. The latter ratio is slightly 
above the U. S. average for elec- 
tric utilities so that the company’s 
objective has. perhaps been ac- 
complished. Some _ reduction in 
the debt ratio (now 50%) may 
be effected next year when the 
company plans to issue $6 million 
preferred stock. In 1958, $8 mil- 
lion in bonds is projected with 
some temporary bank loans. Con- 
struction expenditures in 1956-57 
will average about $17 million per 
annum and in the three years 
following about $15-$16 million. 

In 1955 the company obtained 
tax savings of about 26c a share 
from five-year amortization of 
emergency facilities and 5c a 
share from accelerated deprecia- 
tion, both items being “normal- 
ized.”’ The interest on construction 
creait approximated 9c and there 
was a charge for amortization of 
account of 100.5 equal to 6¢ a 
share. 

The company 
steam generating plants with 
capability of 627,000 kw and in 
1958 expects to add a 105,000 kw 
unit. Another unit of the same 
size is planned for operation early 
in 1961. Over one-quarter of 
present coal consumption is ob- 
tained friém the Tecumseh Mine, 
a strip operation in which the 
company has a 50% stoek interest. 

Last vear the company earned 
about 7.2% on an “averaged” esti- 
mated original cost rate base, and 
the return on year-end invested 
capital was 6.5%. Since Indiana is 
traditionally a “fair value” state, 
and residential electric rates aver- 
age only about 2.42c, the com- 
pany’s regulatory position appears 
satisfactorv — although its neign- 
ber, Public Service of Indiana, 
has had some difficulties with the 
State Commission. 

At the recent price around 2814 
and paying $1.50, the stock yields 
5.3%. The price-earnings ratio, 
based on the estimated earnings 
of $2.09, is about 13.6. Both fig- 
ures compare favorably with the 
industry averages. 


HAPPY NEW 


operates five 


YEAR! 


Erie Natural Gas Go. 
Offering Completed 


McDonala, Holman & Co., Inc., 
New York City, on Dec. 19 pub- 
licly offered 150,000 shares of 
common stock (par 50 cents) of 
Erie Natural Gas Co., Inc., in units 
each consisting of one share plus 
a warrant for one share at $2 per 
unit. The offering has been com- 
pleted. 

To each certificate of stock 
there will be attached a warrant, 
which is non-detachable, entitling 
the purchaser to purchase one 
share of stock for $2 per share for 
each share represented by the cer- 
tificate, such warrant to be exer- 
cised only after Feb. 1, 1957, but 
before Nov. 30, 1957. 

The company plans to use the 
net proceeds to pay for drilling 
of new wells and for working cap- 
ital. 

The Erie company was incor- 
porated in Delaware, on Oct. 30, 
1956. It has its principal office 
and place of business at 317 Bald- 
win Building, Erie, Pa., and is en- 
gaged in the business of prospect- 
ing for, drilling, producing, proc- 
essing, dealing in, storing, and 
selling natural gas, oil, petroleum, 
and the by-products or derivatives 
thereof. 

The company is the owner of a 
seven-eighths interest in 74 scat- 
tered leases covering approxi- 
mately 6,621 acres in the Erie 
County (Pa.) Townships of Sum- 
mit, Mill Creek, McKean, Fair- 
view, North East, Franklin, and 
Washington. 

It also owns a seven-eighths in- 
terest in 28 scattered leases cov- 
ering 2,925 acres in Crawford 
County (Pa.) Townships of Spring 
and Cussewago. The company is 
in the nroecess of acauirine Jeases 
on additional property in the Erie 
County (Pa.)Townships of Spring- 
field, Girard, and Fairview. 

In addition, the company owns 
interests in. five producing gas 
wells in the Summit Township gas 
field. 

Giving effect to the new finanec- 
ing, there will be outstanding 
225,000 shares. 


Paine, Webber, Opens 
New Investment Office 


GARDEN CITY, N. Y. — Inves- 
tors in suburban Long Island got 
their first look at the only elec- 
tric stock quotation board in the 
area. 

Located in Paine, Webber, 
Jackson & Curtis’ new invest- 
ment office at Roosevelt Field 
Shopping Center, Garden City, 
the new board will provide up- 
to-the-minute quotations of trans- 
actions as they take p!ace on the 
New York Stock Exchange. 

The new ultra-modern office— 
the 43rd in the Paine, Webber 
coast-to-coast chain will also 
provide investors other services 
such as a complete statistical li- 
brary,a Stock Exchange ticker and 
a Dow, Jones news wire. 

Charles O. Ames of Cold Spring 
Harbor is manager of the office. 


R. L. Feigen Opens 

Richard L. Feigen, recently 
elected to membership on_ the 
New York Stock Exchange, an- 
nounces that he will make his 
offices at Wertheim & Co., 120 
Broadway, New York City, and 
will conduct a general investment 
brokerage business. 

Mr. Feigen was foremrly assis- 
tant treasurer and manger of the 
investment department of Benefi- 
cial Standard Life Insurance 
Company and Beneficial Fire & 
Casualty Insurance Company of 
Los Angeles. 


A. James Eckert 
A. James Eckert, president of 
Mohawk Valley Investing Com- 
pany, Inc, of Utica, passed away 
December 18th. 
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Special Situations Can Be Used to 


Enlarge 


In rearly every community 
there are well established corpo- 
rations that are owned by a small 
group of investors whose primary 
business interests are local in na- 
ture. Such situations can be the 
focal point in the development of 
a very substantial investment 
clientele because of the close re- 
lationship between the sharenoia- 
ers in these smaller corporations. 
Usually a few individuals hold 
control of the business and the 
other shareholders are people who 
are friendly to them. In most in- 
stances the several hundred other 
stockholders (outside of manage- 
ment) have invested because of 
their personal friendship and 
confidence in the directors and 
management. 


Market Is Limited 


Due to the local interest and 
small number of shareholders in 
such companies, it is natural that 
when a stockholder wishes to buy 
or sell the stock in a closely held 
corporation, other investors are 
located through this chain of 
friendship existing between man- 
agement and its friends. When 


this happens it creates a certain ~ 


amount of extra work and entails 
a degree of responsibility that in 
many instances is better delegated 
to a local investment firm than if 
these transactions were negotiated 
by an officer of the corporation. 

Even though the actual. trading 
in the stock of certain of these 
closely held corporations is lim- 
ited to a marked degree, when 
compared with the other situa- 
tions in which a firm may be in- 
terested, 
“clientele building” 
-worth the effort involved, and 
other favorable developments 
which may also evolve. 


The Possibilities In A 
Connection With A 
Corporation 

Transactions in Company Stock: 
Trading in the stock of a local 
company can often show a sub- 
stantial profit over a period of 
years. There is prestige value in 
such a connection. When local in- 
vestors become acquainted with 
an investment firm through the 
recommendation of the officers or 
directors of a company in which 
they have had confidence over a 
long period of time, other busi- 
ness follows. Most of the larger 
stockholders in closely held, 
smaller, local companies are also 
substantial investors in other se- 
curities. Friendship which is es- 
tublished through transactions in 
the stock of a local company can 
also lead to recommendations to 
friends of officers and directors, 
well as established company 
stockholders. 

Future Financing: When confi- 
dence has been established with 
management through the demon- 
stration of cooperative assistance 
in making and maintaining a 
market in the securities of a 
smaller corporation, it is inevi- 
table that when expansion takes 
place that the financing is ar- 
through the 
firm that has established its posi- 


are well 


Seund 
Small 


as 


renged investment 
tion. The same situation presents 
itself if the 
larger shareholders desire to sell 
some of their holdings for estate 
The in 
both situations ure very reward- 
ing. Should a merger of 
the corporation develop, this also 
is usually negotiated by the 
vestment firm that was closest to 
ownership and management. 


when and any of 


purposes. possibilities 
or sale 
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the possibilities for 


Clientele 


The Smaller Firm Has the Time 
And Personal Interest to Offer 


None of the foregoing is new o> 
in the least bit original to those 
who are conducting a localized 
investment business. But there Fe 
a very good reason from the psy- 
chological standpoint as to why & 
smaller investment banking firn’, 
with local interests and connee~— 
tions, can usually do a better joe 
ot interesting the management o# 
a small corporation in establish— 
ing a closer relationship than = 
larger firm can accomplish. 

Home folks know each other. A. 
large investment firm with a local 
branch has widespread interests. 
and any association with them in 
the minds of the directors ane 
officers of a local company is no. 
sufficiently personalized. On th= 
other hand, when the president o# 
a local company can pick up the 
telephone and talk to the head of 
his local investment banking firn: 
about a situation, no matter how 
large or small it may be, there is 
a much closer relationship. 


For the Executive Salesman 


The investment salesman who 
is enlarging his clientele amon: 
important clients is certain to de- 
‘velop some contacts which even— 
tually can lead to the establish— 
ment of working arrangement 
with the management of his loeal 
banks, other business organiza- 
tions, and insurance companies, 
when he does so, he should b- 
‘alert to -the opportunity whici». 
‘this provides. Where there is 2 
limited, local interest in the steet 
of any company, the possibilitie = 
‘for profitable clientele building 
through radiation and the deve} 
opment of a general securities: 
‘business are excellent. Watch for 
‘and create these opportunities? - 


HAPPY NEW YEAR! 


Adler, Coleman Partner 


Adler, Coleman & Co., 15 Broa:% 
‘Street, New York City, member= 
of the New York Stock Exchange, 
will admit Thomas A. Colemar:, 
Exchange member, to partner. 
ship on January 2nd. 

Harry Breen will retire from 
the firm December 3lst. 


Auerbach, Pollak Partner 


Auerbach, Pollak & Richard- 
‘son, 30 Broad Street, New Yor? 
Citv, members of the’ New Yor 
Stock Exchange, will admit Laur- 
ence S. Johnson to partnershiy 
January 3rd. 


To Be D’Assern Partner 

D’Assern & Co., 20 Pine Stree‘, 
New York City, members of th= 
New York Stock Exchange, wil! 
admit Christian Humann to part— 
nership on January 15th. M 
Humann has been with the firm 
for some time. 


Eisele King Partner 


John H. Libaire, member of the 
New York Stock Exchange, o» 
January 2nd will become a part- 
ner in the Exchange member 
firm of Eisele & King, Libaire 
Stout & Co., 50 Broadway, Neve 
York City. 


J. H. Kaplan to Admit 


On January 3rd Leonard © 
Fischer will be admitted to part- 
nership in John H. Kaplan & Co 
60 Beaver Street, New York Cit», 
members of the New York S.ock 
Exchange. 
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How to End Coerciveness in 
A Democratic Government 


its own which we humans cannot 
change. 


But the operations of “natural 
law” include something else in 
addition to the functioning of 
Physical nature. Natural law ex- 
tends also to the realm of human 
action, which includes at least 
three interlocking areas of un- 
varying principles. These are first, 
the Higher Law which applies to 
political structures: second, the 
moral law; and third, economic 
laws. These three come under the 
heading of “rules for living to- 
gether in society.” These things 
are intangible, and because we 
cannot see them, taste them or feel 
them we tend to pin a question 
mark on them. The tangible world 
is real, of that we are certain. But 
we are not so sure of the reality of 
things not seen. So we attempt to 
impose our own rules on the realm 
of human action by trying to re- 
peal or annul natural law in this 
vital area. 

The point I am trying to make 
about intangible reality and the 
two realms of natural law is so 
important, not only for the pur- 
poses of this speech, but also for 
our destiny as a free people, that 
I want to summon expert testi- 
mony. The eminent British phi- 
losopher, the late C. E. M. Joad, 
draws the distinction I have in 
mind with these words: “The nat- 
ural order of things existing in 
time and space is not the only or- 
der; there is also an order of real- 
ity not subject to time and space 
from which the natural order de- 
rives and to which it is subject. 
The non-natural order contains 
values of which truth, goodness and 
beauty are the most eminent; it 
also contains God.... Man belongs 
for the most part to the natural 
order, although there is also com- 
prised in his make-up an element, 
the soul or spirit, which is akin 
to, which perhaps belongs to the 
non-natural order. Man, therefore, 
in common with the rest of the 
natural order, is subject to the 
non-natural. ... 


“This attitude to the universe 
has been on the whole predomi- 
nant in our civilization. First 
adepted by the Greeks, it was con- 
firmed and elaborated by Chris- 
tianity and forms part of the 
Christian tradition of Western 
Europe. Periods occur when it 
is largely forgotten or denied. 
With the result that the nature 
of the universe is misinterpreted 
and man’s status in it miscon- 
ceived.” ... 


Neefled —A Religious 
Rehabilitation 

I am advancing the premise that 
this is an orderly universe of nat- 
ural law in each one of its inter- 
related departments. No part of 
it is haphazard. As I have indi- 
cated, the concept of the orderli- 
ness and regularity of cause and 
effect relationships in the realm 
ef nature covered by the physical 
sciences is accented by most of us. 
But, over the vears, we have de- 
veloped a peculiar tolerance for 
error in the reslm of moral, eco- 
nomic and political law. For ex- 
ample, it was only a few years 
ago that the citizens of a west 
coast state voted themselves $50 a 
month old age pensions, apparently 
without any thought of where the 
money would come from. Esti- 
mates of the cost of the pension 
scheme ran as high as treble the 
costs of all other state functions 
combined. Belief in political al- 
chemy was so strong that no con- 
sideration was given to the rights 
of those citizens who would be 
called upon to pay the bill or to 


the immorality and political im- 
becility of the action. 

Many of the current Federal 
Government’s misnamed “welfare” 
programs derive from the same 
mental process, i.e., the supersti- 
tion that government has, in some 
mysterious manner, achieved ac- 
cess to an inexhaustible store of 
wealth from which it can dispense 
largesse with a generous sweep of 
the sand and without depriving 
other citizens of their honestly ac- 
quired property by the very same 
magnanimous gesture! We can and 
do ignore the rules of the game 
in the moral, political and eco- 
nomic areas. But ignorance of the 
law is no excuse. We may ignore, 
but we cannot suspend. The natu- 
ral law goes on operating in every 
area regardless of our ignorance 
or cupidity, and the penalty which 
always follows the violation of 
natural Jaw is wreaked upon the 
violator, and usually upon the 
innocent as well. 

Some do more than ingore natu- 
ral laws in the realm of human 
action; they deny them. Many so- 
cial theorists scoff at economic 
laws and others assert that there 
is no independent moral order. 
Here, for example, is a University 
of Chicago professor, Dr. Herman 
Finer, who a few years ago wrote 
a book called Road to Reaction, 
designed to refute Dr. Friedrich 
von Havek’s Road to Serfdom. Dr. 
Finer wrote, “In a democracy right 
is what the majority makes It to 
be.” In other words, there is no 
right; there is only majority might, 
as determined by counting heads. 

If we could gain the conviction 
that natural law is just as real in 
economic and moral matters as in 
physics and chemistry we would 
not attempt to write our own eco- 
nomic or moral laws and legisla- 
tive tampering in this area would 
cease. In a broad sense, I am 
speaking here of a religious re- 
habilitation; the recovery of be- 
lief in the reality of a moral and 
spiritual realm which transcends 
the realm of nature. If we cannot 
bring that about, I do not see how 
we can stop the powerful drive 
to put our entire social and moral 
life under political domination. 


Concepts of the Founding Fathers 


It is important to remind our- 
selves frequently that the original 
political structure of the United 
States had this religious dimen- 
sion built into it. So, before en- 
tering on a discussion of current 
politics, let us review certain con- 
cepts of the nature of man and his 
relationships to God and to his 
neighbors which were held by 
those who established this great 
Republic. 

Our Founding Fathers rebelled 
against the established disorder of 
petty political tyranny. But the 
real American Revolution b°gan 
long before our Declaration of In- 
dependence. It began as an idea. 
It was a reliadious—not a political 
idea. It manifested itself in the 
18th Century as the political ap- 
plication of certain religious con- 
cepts which are inherent in the 
Judeo-Christian tradition. 

The basic concept was that all 
power and all authority flow from 
God, the Ruler of the universe. 
Since all men are creatures of 
God, each one of us derives his 
dignity and freedom directly from 
Cad, Thus. each is sovereign in 
his relations with all other men. 
It follows that no man, and no 
group of men, can arrogate to 
themselves the power to trespass 
on the God-given rights of others 
without violating the moral law. 

The political application of this 
reliajane agrneent of naturel riohts 
gave birth to the idea of limited 
.vverlunent anu its coroilary, tne 
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inalienable right of every individ- 
ual to control the fruits of his own 
avr, tuaat Is, his honestly ac- 
quired property. This “property 
right” is, in fact, a “human right.” 
It stems from men’s right to life, 
which carries with it the right to 
sustain that life on the fruits of 
his own labor. The right to life 
by itself has little meaning; to 
have its full significance, the right 
to life must be coupled to eco- 
nomic freedom. It is not necessary 
to own a man in order to control 
him: man is controlled by those 
who control the fruits of his labor. 

The ideal of a sovereign people 
composed of sovereign individuals 
was derived from these concepts. 
Government, relegated to the sta- 
tus of a servant, was to be strictly 
limited in function to the protec- 
tion and preservation of the sov- 
ereign rights of individuals. The 
powers of government, obtained 
by delegation from the citizens, 
were provisional. They were to 
be retained only as long as they 
were exercised within their proper 
limitations. 

Having wrested their independ- 
ence from England by a bloody 
war in which they risked all they 
had, the Founding Fathers estab- 
lished a political order which was 
to give effect to the principles they 
had enunciated in their Declara- 
tion of Independence. They for- 
mulated a Constitution designed 
to provide the safeguards which 
they thought were needed to pre- 
vent oppressive actions by gov- 
ernment similar to those against 
which thev had rebelled. And. not 
content with the many restrictive 
provisions of the Constitution it- 
self, they insisted upon further 
safeguards in the first ten amend- 
ments, the Bill of Rights, which 
might better have been called a 
‘Bill of Prohibitions,” since it is 
filled with such restrictive phrases 
as “Congress shall make ro law” 
—‘The right of the people ‘ 
chal! not be violate?” -—"“The richt 
of the people ... shall not be in- 
fringed,’’—etc. 

A society was established which 
was designed to permit the indi- 
vidual to develop his God-given 
talents by providing maximum 
personal freedom of choice with a 
collateral personal responsibility 
for the results of that choice, the 
risk of the penaltv of the wrong 
choice being accepted as the price 
of freedom. Thus, the indivicual 
was to be free to direct his own 
creative enervies without restric- 
tive laws, rules and rerulations 
imposed by pclitical masters. 

In such a climate one would ex- 
nect the individual to achieve his 
greatest development in those 
positive factors which contribute 
to a good society—moral courage, 
integrity, understanding, reason- 
ableness and in‘tividuality. These, 
in turn, would provide a firm 
base to act as a launching ovlat- 
form for the attainment of the 
higher enes of life—such as schol- 
arshiv, art, music, charity and 
worship, 

Such is the basis of the real 
American Revolution, whose es- 
sential purpose is to unfetter the 
creative energies of men— and 
whoce spirit is still the best hope 
of all mankind. 


The Graduated Income. Tax— 
Marxian Iniquity 


Where are we today? Have we 
departed from those basic concepts 
of the nature of man and his re- 
lationships to God and his fellow- 
men? Do we still look uvon gov- 
ernment as servant of the people, 
whose function is to protect the 
God-given rights of in¢ividuals. 
all individuals, from infringement 
by others, all others? Or have we 
come to look upon our own crea- 
ture, government, as the all-know- 
ing, all powerful deity at whose 
altar we must worship if we are 
to be fed, clothed and housed—all 
at the expense of each other? 

A fairly accurate answer to 
those questions can be gained by 
assessing the political campaign 
to which we have recently been 


subjected. Perhaps the most bla- 
tent of the claims of those seeking 
our votes was that, under their 
guidance, government would pro- 
vide us with economic security, 
i.e., at least a minimum of eco- 
nomic goods—houses, food, cloth- 
ing, and so on., But they failed to 
explain that government cannot 
give away what it does not pos- 
sess. Government does not pro- 
duce the economic goods it prom- 
ises to dispense—people produce 
them. The three factors in pro- 
duction are land, labor and capi- 
tal: and government is not one of 
these. Therefore, before govern- 
ment can give’ you anything it 
must first take it away from some- 
one else; and conversely, before it 
can give somebody else anything, 
it must first take it away from 
you, 

That is not the 
perity or to justice. In current 
theory, government promises to 
play Robin Hood, robbing the rich 
to pay the poor. The theory is 
immora]—but the practice is even 
worse. The promise is soon for- 
gotten and Robin Hood robs rich 
and poor alike—to pay Robin 
Hood! 

History is replete with proofs 
of this statement. I will give but 
one exen ple—-the Federal income 
tax. That Marxian iniquity was 
imposed on Americans in 1913, 
with the ratification of the 16th 
Amencment to the Constitution. 
The tax was described by its pro- 
ponents as a modest levy. with a 
normal rate of 1% on personal 
income up to $20,000, a surtax up 
to a maximum of 6% at $500,000. 
and a flat corporate tax rate of 
1%. The sole purpose, they said, 
was to preduce revenue. Personal 
exemptions were designed to re- 
lieve all but the well-to-do from 
this burden. When a Senator pro- 
tested that the rate on personal 
incomes might some day rise to 
the contiscatory level o1 10%. he 
was shouted down in derision! 
But now the personal tax has risen 
to 87% in the highest brackets, 
the minimum rate is 20%, and 
personal exemptions have been 
drastically reduced, so that the 
preponderant burden of the tax 
is borne by the lower incone 
groups. It is auite evident thet 
the alleged original purpose, to 
produce revenue, has been subor- 
dinated to its use as °n instrument 
to level society. This was the 
avowed design of Marx. wko also 
intended that this un'imited power 
of confiscation wanvld be used as 
a means of abolishing all private 
property by transferring its con- 
trol to the bureaucracy! That is 
1 ocjanct 1 epi 't is not 
erally recognized that we have 
already, under todav’s tax sched- 
ules, treveled one-third the way 
toward that goal! May I again re- 
mind vou: Jt is not necessary to 
own a man in order to cortrol 
him: man is controlled bu tose 
who control the fruits of his labor. 


road to pros- 


agane- 


I am aware that there are trose 
who insist that unless government 
supports ‘its citizens, many will be 
i'l-clothed. ili-housed end ill-fed. 
This belief is often expressed by 
the auestion, ““Would you let them 
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starve’ ° 


It seems to me that. those who 
pose-that question show a deplor- 
able lack of faith in their fellow 
citizens. In effect, they are, say- 
ing thet free Americans world 
permit their less fortunate neigh- 
bors to starve; that our doctors 
would not aid a siek person who 
has no money; that nersons with 
freedom of choice will choose to 
let homeless peonle sleen in the 
streets: that a free peonle would 
reiect their responsibilities to their 
fellow men: and that we have re- 
nounced Christ’s commandments 
on love and charity. 


I refuse to concede that we 
Americans have sunk so low. If 
we have, then liberty is dead, and 
we are taking. part in its inter- 
ment. And all the laws and gov- 
ernmenptal coercions which human 
ingenuity can devise will not suf- 


fice to correct such amoral blind- 
ness! 

Actually, the record shows that 
our people have never failed to 
come to the aid of those in need, 
voluntarily and in very generous 
measure. I will not concede that 
free Americans must be bludg- 
eoned into accepting and discharg- 
ing their charitable duties. 


Party Platforms : 
If you would like up-to-the- 
minute examples of the things I 
have been talking about, just ex- 
amine the current platforms of 
both parties which served as the 
bases for much of the campaign 
oratory which, in turn, consisted 
largely of intemperate judgments, 
unfounded villification of oppo- 
nents, attempted bribery of vot- 
ers, pontifical prognostications on 
health and mortality, and a brief 
smattering of logical discussion of 
principles and policies. 


The political aspirants vied 
strenuously with each other, not 
in efforts to explain to the voters 
their duties and responsibilities as 
citizens, but, rather, to prove that 
the voters need only elect them te 
be assured of the greatest personal] 
favors from government. 


To show that I am not alone in 
my concern over current trends, 
let me quote from two pre-election 
articles in the magazine “News- 
week” written by Henry Hazlitt, 
eminent political economist and 
well-known author of many books 
and articles in this field. 


He wrote: “Is the Democratic 
platform really meant to be taken 
seriously? It is shrill. intemperate, 
long-winded, repetitious: a com- 
pound of abuse, half-truths, un- 
truths, and glaring self-contradic- 
tions. It is a bid to buy the votes 
of every conceivable pressure 
group. It promises utter reckless- 
ness in spending the taxpayers’ 
money. ... The greatest danger of 
a Stevenson victory is not that he 
might repudiate his p'atform’s 
nledges, but that he might try to 
keep them.” 


He then proceeds to document 
his charges, in some detail. 


The following week, the same 
author had this to say of the Re- 
publican platform: 


“By comparison, at least, the 
Republican platform has several 
merits. It is just as repetitious: it 
is also full of half-truths and mis- 
leading implications; but ifs tone 
is much more temperate, its pro- 
gram is less fantastic, and it pays 
et least lip service to the ideal of 
limited Federal intervention and 
limited governmental power 
But when the platform gets down 
to details, these words fi.e.. the 
statements of devotion to the ideal 
of limited government! are as if 
they had never been written. The 
main record of the Eisenhower 
Administration, and even most of 
the present Republican boasts and 
promises, run directly counter to 
them... ..— 


Mr Hazlitt goes on to indicate 
that this state of affairs “presents 
a grave dilemma to those voters 
who are convinced that the real 
future of America lies in the pres- 
ervation of individual initiative, 
self-reliance, and freecom, and 
who watch with growing concern 
what Mr Fisenbower himself has 


called ‘the growth of a swollen, 


bureacratic. monster government 
in Washington’.” 

And here I believe it is perti- 
nent to auote from the masterful 
pddress in which that greatest of 
living Americans, Herbert Hoover, 
sought vainly to point the way to 
ereatness of spirit at the recent 
Revublican National Convention 
held in this city. He said— 

“May I suggest to vou that 
instead of your traditional plat- 
form, you should make a resound- 
ing declaration of principles of 
American life... . 


Those great documents of 180 
years ago from our Founding 
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Fathers must. still be the foun- 
dation of our American “way of 
life. . 

.“Cannot this -Centennial Con- 
vention of the Republican Party, 
whose whole background has been 
the preservation of the freedom 
of men, make such a declaration? 

“Your ... task is to generate a 
spirit which will rekindle in every 
American not only a love for his 
country but a devotion to its true 
ideals. You are here to feed the 
reviving fires of spiritual fervor 
which once stirred Americans to 
liye and die for human liberty— 
Americans. who knew no private. 
interest, no personal ambition, no 
popular acclaim, no advantage of 
pride or place which overshadows 
the burning love for the freedom 
of man.... 

-“T have faith that there are prin- 
ciples which neither communism, 
nor socialism, nor neutralism, nor 
other evil ideas, nor even the 
march of time can defeat. These 
truths came into the universe 
along with the shooting stars of 
which worlds are made. They are 
as inevitable as the existence of 
the Supreme Being, the forces of 
fravitation, and the _ ceaseless 
strugsle of mankind to be free.” 

Thus Mr. Herbert Hoover! Would 
that a merciful God had given us 
wisdom to heed his admonitions! 


The Federal Gevernment— 
Voracious Monster 

Over the period of the past 50 
years we have- witnessed the 
prowth of a misplaced f>ith in the 
power of government to accom- 
plish all sorts of social, econo ic 
and even moral purposes. Impvle- 
menting this faith people have 
thrust enormous nowers uvon sov- 
ernment: or else tamelv acauiesced 
while the powers and functions of 
government have been extended, 
accelereted and centralize4. Now, 
in ‘mid-twentieth certry. the Fed- 
eral Government makes its weicht 
felt in almost every human rela- 
tionship. 

Let me quote from a statement 
by Rowland Hughes, until recentlv 
Director of tre Federal Bureau of 
the Budget. He said: 


' “The Federal 


Government is, 
among other things, the largest 
electric power producer in the 
country. the largest insurer, the 


largest lender, and the largest bor- 
rower. the largest landlord and 
the largest tenant, the Jargest 
hoider of grazing land and the 
largest holder of timberland, the 
largest owner of vrain, the largest 
ship-owner. and the largest. truck 
fleet operator. For a nation which 
is the citadel and the world’s prin- 
cipal exponent of private enter- 
prise and indivieual initiative, 
this is an amazing list.” 

One might add that the Federal 
Government is by far the Jargest 
taxer and the largest spender. In 
fact, if we consider all levels of 
Government — Federal State and 
loca'—the total “tax take” an- 
proximetes 30% of our tote] na- 
tional Income——a dangerouslv im- 
pressive fieure for a country 
whose founders set un a vgovern- 
ment of narrowly restricted func- 
tinns ond anthoritv. which was 
intended to be the servant of the 
peonle—not their master. 

Now that we have creates this 
voracious monster. many of us are 
uneasy -hout it. Tf the trend dows 
not frivhten us, then we get our 
uleers from some of its by-nrod- 
vets: corruption in high places, 
juvenile crime, the nernetual 
world crisis, the cruelly opvres- 
sive fox burden. and sco on, Is 
there a wov ahead which will take 
us. out of this morass? Is there a 
wav to recover the scanitv and hal- 
anee that onee marked our life? 
I belicve there is—and that 


it is 
alco the only way ovt Rut it is 
rot bv means of nolitieal reme- 
dies. Tt is through the religious 


rehabilitation I mentioned earlier. 


Fundo mental Princivles of the 
American Revolution 
In toe “Virginia Bill of Rights,” 
drafted bv. Georze Mason and 
adopted on June 12, !776, there 
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appears this statement in. Article. 
lo: “No iree .government: or. the 
blessings of liberty can be -pre- 
servea to any people-but-by-a 
firm adherence to justice, -mod- 
eration, temperance, frugality and 
virtue, and by frequent reeurrence 
to fundamental principles:’ 


What were the fundamental 


‘principles referred to by Mason? 


I believe they were, broadly 
speaking, religious principles; not» 
so much the doctrines’ and: creeds 
which distinguish one sect or de- 
nomination from another, but 
rather the fundamental belief>in 
God which they share,;It>was a 
basic American principle.to main-. 
tain: a striet separation between: 
church and state, mot beeause’.of 
any hostility to religion; quite the 
contrary. The state was to be sec- 
ular in order that the society. 
might. be religious. -The gifted 
French scholar DeTocquevile’saw. 
this clearly when he wrote in-1835, 
“Religion in America takes no di- 
rect part in the government of 
society but it must be regarded as 
the first of their political institu- 
tions.”” A free society is possible 
only if it is composed of religious 
individuals. These convictions are 
visible in both the Declaration of 
Independence and the Constitu- 
tion. The framers of those docu- 
ments helieved that they were 
transcribing “the laws of Nature 
and of Nature’s God.” The su- 
premacy of thé Constitution was 
bedieved to stem ffom its corre- 
spondence toa. la superior to 
the will of human #ulers: Dr.Ed- 
win S. Corwin, noted scbolar -and 
teacher of political economy. writ- 
ing of “The ‘Hicher Law’ Rack- 
ground of American Constitutional 
T.aw” ceccribes this sanction as 
fotos: “There are certain prin- 
ciples of rieht and iustice which 
are ertitled to nrevail of their own 
intrinsic excellence. altogether re- 
gardless of the attitude of those 
who wield the physical resources 
of the community. Such nrrinci- 
ples were made by no human 
hands; indeed, if they did not an- 
tedate deity itself, they still so 
express its nature as to bind and 
control it. They are external to 
all Will as such and internenetrate 
all Reason as such. They are eter- 
n°] and immutable, In relation to 
such princinies. human laws are, 
whon entitled to ohedience save 
as to matters indifferent, merely 
9 reeora or transerint, 2nd their 
enactment an act not of. will or 
newer but one of discovery and 
declaration.” 

In effect, the Founding Fathers 
were trying to set up a secular 
order based on their idea of the 
pattern Jaid down by God for 
man’s conduct in societv. This was 
in strict conformity with the basic 
truth that every social order de- 
rives its sanctions from the pre- 
oniling concention of the cosmic 
order. As evidence of faith in the 
sanction of “Divine Providence” 
for their actions, they pledged to 
each other “their lives, their for- 
tunes and their sacred honor.” 


Eclipse of the Religious Dimension 

Put in the course of the past 
century and a half the basic prem- 
jse of religion, the premise of a 
supernatural order fundamental to 
both the ‘natural and the social 
order, gradually disappeared. For 
long time after the disannear- 
ane of this belief, force of habit 
sust2ined the morality and con- 
ventiens which had been inferred 
from tis belief. For example, the 
concept that every man has inher- 
ent rights which antedate govern- 
ment and which sovernments are 
established to defend presupposes 
the belief that all men are crea- 
tures of God. Take away the belief 
in God, and replace it with the 
idea that there is nothine but na- 
ture, and in nature nothing but a 
struggle for existence in which 
only the fiercest and most cunning 
survive, and vou do something to 
human relationships. You turn 
human affairs into an arena in 
which old virtues like honor and 


ar antler a hindronea jn 


a 


the fight for domination and where 


political life is a. “cog eat dog” 
eontest for -vetes and taxes and 
power. These things follow logi- 
cally and plausibly once we have 


-accepted the notion that this uni- 


verse rolls on indifferent to indi- 
vidual conscience and the moral 


-values. by which men have sought 


to live. 


-Given a situation such as this 
we cannot put much faith in any 
political remedy for the political 
insanities of 1956. These things 
are the end result of faulty educa- 
tion. The -evils which have 
emerged onto the political and so- 
cial scene-in-our time were once 
ideas; first tentatively broached, 
then. hotly debated and finally 
gaining general acceptance at 
some time-in the past. During:the 
Hitler era the late Lord Keynes 
said: “Mad men in authority who 
hear voices in the air are distilling 
their frenzy from some academic 
seribbler of a few years back.” 

The picture I paint of the pres- 
ent situation may be black, but it 
is not hopeless. I have asserted 
that the religious dimension of 
life which was a prime factor in 
the political calculations of the 
Founding Fathers suffered an 
eclipse. — believe I could convince 
yuu, if 1 wad’ the time and if it 
were necessary for this audience, 
that the mental climate of the 19th 
Century was not congenial to re- 
ligious faith. Nineteenth Century 
science thought it had proved that 
matter alone was real, snirit a 
mere ephemeral vapor. Cosmic 
sanctions. which had hitherto lent 
their support to the concept of a 
free society now swung to the on- 
position. It was thought that sci- 
ence supported the thesis that man 
could be conditioned to conform 
solely by the application of forces 
of proper magnitude and direc- 
tion, much as one shanes the land- 
e-°n°? by means of bulldovers. 
Nineteenth Century materialism 
was the point of departure for 
Marxian socialism, but it ws an 
unhealthy climate for the philoso- 

nhy of individual sovereignty, lim- 
ite+ vovernment. and the free 
morket economy. The climate was 
fatal in many countries, and un- 
limited despotism took over. 


Changes in Scientific Concepts 

But now that climate has rad- 
ically changed, and the change 
has been brought abot largely 
Ps a result of further investigza- 
tions af matter by th scientists 
themselves. Two quotations will 
suffice ta indicate the extent of 
the revo'ution inscientific thought. 

Sir James Jeans, the distin- 
guished Rritish phvsicist, said in 
1930, “Thirty vears ago we thoucht 
or assumed, that we were heading 
toward an ultimate realitv of a 
mechanical kind. It seemed to 
consist of a fortuitous jumble of 
atoms which was destined to per- 
form meanin*less @ances for a 
time under the action ef blind 
purnoseless forces and then fall 
hack to form a dead world. Into 
this wholly mechanicel world, 
throneh the nilav of the same 
hlina forces, life had stumbled by 
accident. 

“Today there is a wide measure 
of avreement which, on the physi- 
cal side of science, anroaches al- 
moct to wnenjimityv. that the stream 
of knowledse is heading towerd 
a non-mechoanical realitv. The 
universe heejins to Joo’ more Jike 
a great thought than like a great 
machine.” 

And Robert A. Mitliken, 
tineowshied son of California 
Nobel prize-winner in phvsics, 
stated at ahonut the same time: 
“The idea thet God... is net a 
being of caprice and whim, as had 
been the case in all the main body 
of thinking of the ancient world, 
but is instead a God who rules 
through law that idea has 
made modern science and it is un- 
questionably the foundation of 
modern civilization.” 

The world picture of science is 
now on the side of freedom. The 


dis- 
and 


philosophy of the free society now 
has cosmic sanctions. 


The Nature of Government 


This does not mean, however, 
that we-are out of the woods. 
There is, first, the time lag to cope 
with. Our morality—and this is 
especially true of public morality 
—is largely premised on the now 
discredited 19th Century non-re- 
ligious outlook The norms of our 
political life still continue to ig- 
nore the change which has oc- 
curred in our understanding of the 
universe. We put our counterfeit 
coims in-the slot in 1856, or there- 
abouts, and the machine delivers 
the poisened candies of 1956. So 
it is imperative that we go to 
work .with-education and persua- 
sion in this area. 

There is a second difficulty. It 
is popularly believed that we have 
tried liberty and found it want- 
ing. The misplaced faith in gov- 
ernment is largely based on the 
delusion that every evil suffered 
during the past century has been 
due to too little government and 
can be corrected by increasing the 
scope and functions of political 
action. Throughout history peo- 
ple have displayed a pathetic faith 
in government, misunderstanding 
its true nature; We have chosen 
to disregard the warning of George 
Wasnington, who said: “Govern- 
ment is not reason, it is not elo- 
quence— it is force! Like fire, it is 
a-dangerous servant and a fearful 
master!”’) In the final analysis 
government action is coercive, but 
in a democracy most people over- 
look this. 

When the government was:a 
monarchy or an oligarchy it was 
easy for the people to recognize 
its other-ness; they knew what 
they were carrying around on 
their backs. But in a democracy 
we feel that the government is us, 
and so we can excuse whatever 
government does by saying that 
“we are doing it to ourselves.” 
Or, if we are more sonhisticated, 
we say that the government is 
“ours.” And again, whatever gov- 
ernment does is excused, because, 
we ask, who has a right to tell 
us what to do with what is ours? 

For these and other reasons, we 
succeed in concealing the coercive 
nature of all political action from 
even ourselves. Government in 
action always operates with un- 
dertones of violence, either overt 
or covert, and this makes it an 
inappropriate instrument to ac- 
complish all the goals politicians 
promise and people demand. 


A New Birth of Freedom 


When we think about the causes 
of our deteriorating domestic and 
world situation, and even when 
we suggest remedies, there is a 
tendency four our attention to be 
fixed at the exciting level of po- 
litical change and revolution. I 
believe that for any accurate diag- 
nosis or lasting cure we must go 
much deeper than this. I have as- 
serted that every social order de- 
rives its sanctions from the pre- 
vailing conception of the cosmic 
order, which means that people 
have a tendency to try to pattern 
their personal lives and their re- 
lationships with others to bhar- 
ronize with the wav they picture 
tha Tf thie ig cn thorn 
every fundamental change in this 
basic area will be reflected by 
repercussions on the_ political 
level. As I read the history of the 
past several centuries I can dis- 
cover these distinct levels: the 
surface level with waves and 
chopvy seas, and the deener level 
where the great tides of life -weep 
hack and forth. Or, one might use 
the analoery of an earthonake, The 
earthqueke has a focus far helow 
the surface of the earth but the 


wrPiverca 


tremors are felt on the surface 
around the epicenter. We cannot 
do much about the waves and 


tides, nor can we get at the focus 
of an earthquake, and these analo- 
gies break down at this point. But 
we can do something about our 
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own situation, provided we strike 
into the problem at the right level. 


It is possible for us to have a 
new birth of freedom. The major 
portion of that goal has already 
been accomplished for us in the 
revolutionary world view implicit 
in contemporary science. The 18th 
Century world view prepared the 
way for the Founding Fathers. 
The 19th Century world view of 
cosmic materialism started toe 
liquidate the religious founda- 
tions of a free society. But we 
are living in the post-materialidt 
era; which means that we are also 
living in the post-socialist era. 
The world view which apveared 
to sarction socialism has been su- 
perseded, with the result that 
socialism is almost nowhere de- 
fended as a coherent intellectual 
system. There are now cosmic 
sanctions for a societv of individ- 
ual sovereignty, limited govern- 
ment and the free market. 


I do not mean to suggest that 
there are not problems peculiar 
to the economic and political lev- 
els, but I do mean to say that if 
men are not right at the deeper 
level—in their understanding of 
the nature of the universe—they 
can tinker with economic and po- 
litical problems from now till 
doomsday and still come up with 
the wrong answers. It is a case 
of putting first things first, and 
the first thing, in mv judgment, 
is a religious rehabilitation along 
the lines that I have been dis- 
cussing. I believe that such effort 
on our part will call forth the sup- 
porting power of cosmic sanc- 
tion, fer God intended men to be 
free. “The God who gave us life,” 
Jefferson observed, “give us lib- 
erty at the same time.” We will 
need conviction, courage, strength, 
understandins’, humility, compas- 
sion and faith to set in motion 
what William James referred to 
as “thoce tiny, invisible. molecular 
moral forces which work from in- 
dividual to indivicual, creeping in 
through the crannies of the world: 
like so many soft rootlets, or like 
the capillarv oozine of water, but 
which. if you give them time, will 
rend the herdest monuments of 
man’s pride.” 

One last word — Freedom is 
never free. The fires of freedom 
are fed by the sacrifices of those 
who love it. Remember Hungary! 


Merril! Lynch to 
Exhibit at Fair 


Merrill Lynch, Pierce, Fenner 
and Beane will be one of the 
leading exhibitors at the Chicago- 
land Fair, gigantic business, In- 
dustrial. and cultural exnosition 
to be held at Navy Pier, Chicago, 
next June 28-July 14. 

Announcement of the national- 
lv-known brokerage firm’s/¢ par- 
ticipation in the Chicagoland 
Fair was made on Wednesday, 
Per 19 Piehard Revnes, di- 
rector of the Fair. iy 

Sponsored by the Association of 
Commerce and Industry, the Chi- 
cagoland Fair will feature five 
miles of colorful exhibits and 
pageants extolling Chicago as a 
“land of ovvortunitv”’ and salut- 
ing the citv’s progress. 

Hundreds of companies are ex- 
pected to display their products 
and services at the exposition. 

An estimated 500,000 persons 
are exnected to attend the 17-day 
Fair. They will view the many 
colorful exhibits, see a specias 
pegeant, and enjoy other enter- 
teinment features. 

An open air restaurant, snack 
bars, soda fountains, and spacious 
lounge areas will he among the 
many comfortable facilities. 


laer 


W. Stuart Bernard 
W. Stuart Bernard, senior part- 
ner in Bernard, Winkler & Co., 
New York City, passed away 
December 19th at the age of 56. 
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Continued from page 7 


Aiding the American Investor 


With a Better Investment Climate 


in good faith. Perhaps there is 
merit in the recent proposal that 
an international court of arbitra- 
tion be established to enforce a 
ffagna Carta for private property 
iavested abroad. 

The second impression today’s 
t-aveler brings home is that many 
 Europe’s economic problems 
fear a remarkable resemblance to 
ur own. European businessmen 
sre planning a great industrial ex- 
pansion. They are short of growth 
_apital. They face inflation and 
oroblems of tight money. 

Out of these facts comes the 
taird and strongest impression. It 
5 that despite our progress we do 
ot have all the answers. It was 
-urprising to me _ that nations 
wrhich do not pride themselves, a3 
sve do ,on the progress of their 
‘ree enterprise economies, should 
‘mbrace so many constructive 
-olicies that encourage the flow 
f venture money. It was surpris- 
(ag, also, to realize that in 
America, where we hold risk-tak- 
ig to be the essence of enterprise, 
we are in -many ways backwards 
hen it comes to pumping venture 
10nNey into our economic lifelines. 

Perhaps the best illustration of 
‘ais is to be found in free Ger- 
aany—and it’s a story that goes 
ack not five weeks but two 
ears. A German official, then 
.isiting New York, told me of his 
dans to boost output. He aimed 
» accomplish this, he said, by 
lashing income taxes, by elim- 
1ating the capital gains tax and 
oy substantially reducing the 
touble tax on corporate dividends. 
‘nm my wisdom I told him he was 
-eaching for the moon. Very much 
to my astonishment, within six 
aonths this official had achieved 
everything he set out to do. 

Well, West Germany’s great in- 
custrial boom today is a matter 
if record. And it is more than a 
coincidence, I think, that the 
visitor to Germany now finds the 
Yaximum income tax is 55%, 
compared to a maximum surtax 
ate of 91% in America; the capi- 
tal gains tax has been abolished 
‘or all practical purposes; and the 
‘ouble tax on dividends has been 
eased so that corporations are 
cncouraged to pay out a greater 
share of their earnings. 

Thus, in an economic § area 
*vyhere we hold ourselves to be 
“xperts, there is much we can still 
‘earn from overseas—particularly 
when it comes to encouraging 
venture capital. 

I know that the NAM is equally 
concerned with our investment 
climate. I know the NAM’s tax 
program recognizes fully the need 
ior stimulating a steady, long- 
term flow of capital through in- 
cdustry’s arteries. 

In the financial community. 
where we are anxious to encour- 
oge equity financing and broader 
shareownership, the tax problem 
fas never seemed more pressing 
or more immediate. Moreover, we 
cannot afford a lag in meeting it, 
or in preparing for the future. 
vomeone has got to worry about 
ihe investor—and right now. In 
tis behalf, we must take a critical 
‘ook at existing tax laws, study 
their effect on the investment 
climate and determine whether 
they cacourage the flow of capi- 
‘al or dam it up. 


youble Tax On Dividends, Capital 
Gains Tax Penalize Investors 
Whose Funds Are Required for 
New Corporate Growth 
What burdens 
bear? What 
them? Why, 
‘hould we be 
investor’? 
Since stock is essentially a 
sare in corporate earning power, 
‘here are only two ways it can 


do 
restrictions 
in other 
worried 


investors 
confine 
words, 
about the 


return a profit: it pays dividends 
or its value in the market in- 
creases. In Americca today, we 
barricade both these avenues to 
risk-taking—by leveling a double 
tax on corporate dividends and by 
imposing a restrictive and inflex- 
ible tax on capital gains realized 
from the sale of stock. 

Double taxation on dividends 
has a double-barreled’ effect. 
Apart from its inherent injustice, 
it places shareholders at a dis- 
advantage compared to the owners 
of some 3.5 million unincorporated 
businesses who pay only a per- 
sonal income tax. It places on cor- 
porations the burden of carning 
twice as much in order to put a 
dollar in a shareowner’s pocket a3 
would be required if debt financ- 
ing such as bonds and loans were 
used. 

But the 
taxation 


real danger in double 
lies ahead—in the pros- 
pect that investors may be dis- 
couraged away from stocks, and 
companies forced into firancing 
their expansion by relying too 
heavily on bonds, or debit securi- 
ties. 

If this seems to broad a charge 
to level against the double tax 
on dividends, just look at the 
reeord. In mid-1954, a modest re- 
lief was granted. It provided an 
exemption for the first $50 in 
dividends and. a 4% tax credit on 
remaining dividends. Since then 
we have witnessed a sirong rise 
in equity financing and a marked 
increase in the family of Ameri- 
can sharehclders. Cash dividends 
also rose in 1955, and it is inmpor- 
tant to realize that taxes pa?d on 
them offset any loss of revenue 
caused by changes in the law. 
Moreover, for those still under the 
illusion that it was the wealthy 
who were most affected, note that 
the investors who gained most 
were those earning less than 
$5,000 a year. An estimated 300,- 
000 of them were completely re-- 
lieved of double taxation. 

Don't these’ results 
strong case for going further in 
the same direction? The Stock 
Exchange feels they do. And we 
believe further relief from this 
dampening tax can be achieved 
effectively by increasing the divi- 
dend tax exclusion from $50 to 
$100, and by raising the dividend 
tax credit from 4% to 10%. 
Eventually, this credit should be 
raised to 20%, as it presently is 
in Canada. 

The bite taken from divideids, 
however, is only half the problem. 
An even greater investment ob- 
stacle is the capital gains tax, one 
of the harshest penalties on suc- 
cess this country has ever devised. 
This tax imposes a levy of up to 
25% on the gains realized from 
the sale of securities held over 
six months. The effect of the tax 
poses a very crucial question. It is 
whether the expansion goals we 
have set for ourselves can be met 
if we continve to choke the im- 
pulse to venture and to gain. The 
capital gains tax really does just 
this. 

Because it is self-imposed, it 
can be avoided by taking nv ac- 
tion. It therefore locks the present 
investcr in, and reduces the poo! 
of risk capital available for iewer 
and more venturesome projects. It 
breeds inertia and inaction, ir- 
stead of providing greater incen- 
tives and greater mobility. 

As of this moment, Ainerican 
investors have over $200 billion of 
unrealized capital gains. This is 
potential growth money that is to 
a great extent locked-in. Invesiors 
are unwillingly substituting the 
calendar for good judgment and 
holding some stecks long after 
they really want to. They are in- 
adyerterntly diminishing supplies 
of available stock, intensifytng 
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price movements, and being dis- 
couraged from switching into new 
ventures. 


Tax Revision Needed to Spur 
Flow of Venture Funds; Sugzg- 
gest Capital Gains Tax be De- 
ferred if Investors Reinvest 
Funds Within 30 Days 


What, then, is the solution? The 
most obvious is the elimination of 
the capital gains tax. This is per- 
haps the most constructive and 
permanent step that could be 
taken to ease the plight of the 
locked-in investor and encourage 
a renewed flow of capital. And 
this solution is far less drastic 
than it may sound. Of 55 nations 
throughout the world that we 
have surveyed, 46 countries — in- 
cluding the financially sophisti- 
cated nations of Canada, Belgium, 
Switzerland, Great Britain and 
France — impose no capital gains 
penalties on the public’s profits 
from securities transactions. Faced 
with money-raising problems 
similar to our own, they recognize 
its harsh and destructive nature. 

It is one thing, of course, to pro- 
pose a bold and sweeping pro- 
gram. It is another thing to bring 
it about. In the case of the capital 
gains tax, there are two things 
of which we are aware. The first 
is that tax legislation often be- 
comes the center of a violent emo- 
tional storm that does not neces- 
sarily bear on the real issues. The 
second is that any changes that 
are forthcoming necessarily. de- 
velop slowly. 

In the tace of these realities, 
and until elimination of the cap- 
ital gains tax has been achieved, 
the New York Stock Exchange 
has proposed a reduction in the 
holding period from six months 
to three, and a reduction in the 
tax bite itself from a top of 25% 
to 124%. The Exchange has 
urged these revisions as reason- 
able and practical — designed to 
break the deadlock between the 
crushing demand for new capital 
and the repressive taxes which 
limit it. 

But today, we have reached an- 
other of those stages demanding 
new ideas and approaches. And 
one way of helping free locked- 
in capital might well be through 
a modest revision to the capital 
gains tax section of the Internal 
Revenue code. This revision 
would recognize a concept calling 
for the tax deferred treatment of 
capital gains that are fully rein- 
vested. Such a concept would rec- 
ognize that the inaividual who 
sells one stock and fully rein- 
vests the proceeds of that sale in 
another stock investment has not 
realized a real gain, even though 
under present laws it is taxable. 


As we see it, the Full Reinvest- 
ment of Capital Gains would per- 
mit the individual taxpayer, at h'‘s 
option, to sell a stock on which he 
has a long-term capital gain with- 
out incurring an immediate tax — 
providing he fully reinvests the 
proceeds of the sale in another 
single stock investment within 30 
days. Instead of paying a tax, the 
investor would carry forward the 
tax basis of his old stock holding 
to his new purchase. If the orig- 
inal capital plus the gains on his 
equity securities were not fully 
reinvested in compliance’ with 
these conditions, the unreinvested 
gain would be taxable under ex- 
isting capital gains tax provi- 
sions. There is ample precedent 
for this proposal. The concept 
has existed in the tax law since 
1921 and has been broadened over 
the years. Since 1921 it has been 
possible to exchange like property 
such as commercial buildings, 
farms and other real estate, with- 
out incurring a capital gains tax 
on the transaction. In 1951 this 
concept was expanded to include 
the sale of personal residences. In 
1954 certain exchanges of insur- 
ance policies were given tax-free 
treatment. In addition, the tax- 
free exchange of stocks in various 
intra-corporate transactions and 


corporation reorgani- 
zations has been allowed for 
many years. Thus, what I have 
outlined for equity securities, is 
simply another application of a 
procedure which has a basis in 
law. But it is one that can help 
meet the immediate needs of 
equity-minded corporations and 
investment-minded people. 

You may wonder what this 
Full Reinvestment Treatment is 
likely to accomplish. It would, I 
believe, give the investor free 
rein to exercise his judgment in 
the purchase and sale of equity 
securities. It would so energize 
the flow of venture capital as to 
move us a giant step. closer 
towards meeting industry’s capital 
needs. And, finally, it would 
prove again that the American 
economic system has achieved 
its eminence because, above all 
else, it is adaptable —- capable of 
meeting changes however swiit 
and challenges however demand- 
ing. 

The period ahead, of se, 
poses subtle dangers—one of the 
worst of which is probably trus- 


in certain 


cour 


this should ever happen, For there 
are, in summary, millions of 
Americans who have the iinancial 
muscle to finance the future 
soundly. They are also interested 
in doing so. 

But by the same token, we will | 
have to do a let more worrying 
about the nation’s’ investors. 
Specifically, we will have to set 
cut to create the climate in which 
they are more encouraged to in- 
vest. This calls for clearing the 
investment air, and for removing . 
those arbitrary taxes that com- 
pound the hazards of investing. 
Further relief from the double 
tax on dividends, a reduction in. 
the rate and holding period gov- 
erning capital gains taxes, and 
tax-deferred treatment for full 
reinvestment of capital gains — 
these are part of the basic pack- 
age that is required. 

It will not be an easy job. Ac- . 
complishing it will take a patient 
and imaginative people. But as 
Gerald Johnson has said, the 
American doctrine was. devised 
initially by brave men for brave 
men. If this is a truth we are will- 


tration. 
must 
cramped or unable to expand. In 
financial terms, the:e is no reason 


The American ecoaromy 
find itself locked-in, 


ing to live by, I think we shall 
never have to ask _ ourselves, 
“Whatever happened to the 
American investor?” 


not 
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The State of Trade and Industry . 


60.5% of output last week and are evidencing ‘a comparable trend 
on the sales front. 

According to ‘“‘Ward’s” tne auto industry is 
three-day operations this week and the following 
year-end holidays. 

Thus, its bid for 613,000-unit 
month, seems relegated down 
‘“Ward’s” concludes. 


schedulinzg only 
week due to the: 


car production this 
585,000-unit level, 


passenger 
nearer the 


Government officials forecast a downturn in the cost of 
living for December and possibly January and February efter the 
third straight month of increase. 

The Bureau of Labor Statistics said the November index rose 
to a new record high of 117.8% of the 1947-49 average. 
Discounts now appearing on 1957 cars and declining meat 
and clothing prices were expected to outweigh increases in other 
items and force down the total index level for December, Con 
missioner Ewan Clague of the Bureau of Labor Statistics, declared. 

He continued, the exvected downturn will be shght because a 
number of factors will be tending to counteract these declines. 
Fuel prices. which were up 1.1% in November, will head higher, 
he added. The recent freight rate increase given to the nation’s 
railroads also will have a “broad effect,’*he said. The’ impact: will 
be not so much in the rates themselves, he declared, but in their 
influence on “many other items.” 

The November incex rise brought a three cent ‘an-~hour wage 
boost to steel workers effective Jam. t, and will tend. to increase 
the pressure for a steel price boost. f 


0.1% 


Ruilding permit values in November registered a seasonal 
decline for the month, but remained above the corresponding 1955 
month, Dun & Bradstreet, Inc., reported. Permits issued ™m 217 
cities including New York, during November came to $489 803,866, 
a gain of 14.1% above the $429,366,384 for November, 1955, 
but a drop of 8.5% from the October figure of $535,228,128. 

Building plans filed in New York City during November con- 
tinued at a high level and totalled $74,795,675, up 34.1% above the 
$55.764,815 a year ago, and 3.5% more than October w:ta $72,- 
251,619. 

Six of the eight geographie regions recorded increases over 
November last vear, with pest gains supplied by New: England, 
up 60.3% and Mountain up 54.4%. 


Steel Output Expected to Yield 96.3% of 
Capacity This Week 

The world is producing more steel this year than ever be- 
fore “Steel” magazine, the national metalworking weeklv. re- 
ported on Monday of this week. Every country except the United 
States is turning out more steel than it did in 1955. 

World preduction this year will total 310,048,000 net tons of 
steel for ingots and castings, according to the publication. This 
is a 4.7% increase over the preceding record of 296,107,695 tons 
made in 1955. 

The United States, world’s largest producer, is accounting 
for 37% or 115 million tons of the 1956 world output in spite of 
the irnidsummer steel strike. This is its second best year. Produc- 
tion in 1955 was 117,036,085 net tons. 

Russia is the second largest steel producer this vear. Even 
so, she is turning out Jess than half as much as the United States. 
Russia’s output is 53,700,900 tons or 17% of the world total. 

The United States has slioped nercentage-wise in the world 
total, although she has gained tonnagewise. In 1946, the United 
States turned out 66,602,124 tons, 55% of the world total. World 
production in 1956 is a little more than 2% times that of a decade 
ago. 

Japan has reeovered remerkably from her 1°4€ nos tion as 
a vanquished nation when she turned out only 700,000 tons of 
steel. In 1956, she will have 11,700,000 tons. ; 

The West Zone of Germany will make in 


25,700,000 tons 
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1956, compare@ with 3,318,448 tons for all of Germany in 1946. 
The Soviet Zone of Germany is producing 3,200,000 tons in 1956. 


Despite Russia’s rise in steel production, the Free World 
countries will have the bulk of the output this trade paper de- 
clared. 

Upward pressure on steel prices persists in the United States, 
with scattered upward revisions in price extras. “Steel’s” com- 
posite on base prices for finished steel remains at $137.66 a net 
ton where it has been holding since early November. 

The publication’s composite on steelmaking scrap _ prices 
declined 67 cents to $64.83 a gross ton. The record of $66.17 a 
- gross ton was reached in the week of Dec. 5. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies having 96.1% of the steel- 
making capacity for the entire industry will be an average of 
96.3% of capacity for the week beginning Dec. 24, 1956, equiv- 
- alent te 2,370,900 tens of ingot and steel for castings as compared 
with 102,6% of capacity, and 2,525,000 tons (revised) a week ago. 

The Industry’s ingot production rate for the weeks in 1956 is 
_ based on annual capacity of 128,363,090 tons as of Jan. 1, 1956. 
For the like week a month ago the rate was 101.1% and pro- 

duction 2,489,0@0 tons. A year ago the actual weekly production 
_ owas placed at :2,309,000 tons or 95.7%. The operating rate is not 

comparable because capacity is higher than capacity in 1955. 
The percentage figures for 1955 are based on an annual capacity of 
125,828,310 tons as of Jan. 1, 1955. 


Electric Output in Latest Period Expected to 
Approximate Previous Week’s All-Time High Record 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, Dec. 22, 1956, 
was estimated at 12,225,000,000 kwh. (approximate figure), a slight 
increase above the week ended Dec. 15, 1956, according to the 
Edison Electric Institute. 


The past week’s output rose 5,000,000 kwh. above that of 
the previous week, and at the same time established a new all- 
time high since the week ended Dec. 15, 1955 when output reached 
12,220,600,000 kwh.; it increased 611,000,000 kwh. or 5.3% above 
the comparable 1955 week and 2,794,000,000 kwh. over the like 
week in 1954. 


Car Loadings in Week Ended Dec. 15, Declined 2.9% 
Below Prior Period 


Loadings of revenue freight for the week ended Dec. 15, 1956, 
were 21,105 cars or 2.9% below the preceding week, the Associa- 
tion of American Railroads reports. 

Loadings for the week ended Dec. 15, 1956, totaled 716,652 
cars, an increase of 7.520 cars or 1.1% above the corresponding 
1955 week and an increase of 74,773 cars, or 11.6% above the 
eorresponding week in 1954. 


U. S. Automotive Output Cut 3.6% in Preparation For 
Extended Christmas Holiday 


Car and truck output for the latest week ended Dec. 21, 1956, 
according to “Ward’s” Automotive Reports,’ was pared 3.6% 1n 
preparation for the long holiday week-end. 

Last week the industry assembled an estimated 152.588 cars, 
<ompared with 158,431 (revised) in the previous week. The past 
week’s produtcion total of cars and trucks amounted ,to 176,067 
units, or a decrease of 6,481 units below that of the preceding 
week’s output, states ‘‘Ward’s.” 

Last week’s car output decreased below that of the previous 
week by 5,843 cars, while truck output declined by 638 vehicles 
during the week. In the corresponding week last year 150,881 
ears and 19,103 trucks were assembled. 

Last week the agency reported there were 23,479 trucks made 
in the United States. This compared with 24,117 in the previous 
week and 19,103 a year ago. 

Canadian output last week was placed at 9,710 cars and 
1,612 trucks. In the previous week Deminion plants built 10,587 
ears and 2,033 trucks and for the comparable 1955 week 6,100 
ears and 1,168 trucks. 


Business Failures Decline in Latest Week 

Commercial and industrial failures decreased to 214 in the 
week ended Dec. 20 from 249 in the previous week, Dun & Brad- 
street, Inc., reports. However, the total remained noticeably above 
the 181 a year ago, and slightly exceeded the 213 in 1954. Fail- 
ures were 14% below the prewar level of 249 in the similar week 
ef 1939. ' 

Failures involving liabilities of $5,000 or more declined to 175 
from 210 last week, but moderately exceeded the 150 of this size 
in the similar week of 1955. Casualties among small businesses, 
involving liabilities under $5,000, totaled 39, reflecting no change 
from the preceding week, but were above the 31 of the compar- 
able week a year ago. Sixteen concerns failed with liabilities 
in excess of $100,000, as against 23 a week ago. 

Most of the week’s decline centered in retail trade where the 
toll fell to 106 from 118 and in commercial service with a decline 
to 16 from 26. Manufacturing failures dipped to 36 from 44 and 
construction to 42 from 47. Casualties among wholesaling con- 
cerns were unchanged at 14. More businesses faiied in retailing, 
eonstruction and commercial service than a year ago, while the 
toll among manufacturers and wholesalers was below the 1955 
fevel. 

Six of the nine major geographical regions reported declines 
during the week. The most noticeable decreases occurred in the 
Middle Atlantic States, down to 55 from 79, in the South Atlantic 
States, down to 3 from 19 and in the Pacific States, down to 79 
from 86. Casualties rose in the New England and East North 
€entral regions, but were unchanged in the West South Central 
States. Increases from a year ago prevailed in five regions, with 
the sharpest rises in the Pacific, New England, and East North 
Central States. The most marked decline from 1955 occurred in 
the Middle Atlantic States, where a decrease of 28° was reported. 


Wholesale Food Price Index Eased Moderately Last Week 


The wholesale food price index, compiled by Dun & Brad- 
street, Inc., moved lower the past week and registered $6.15 on 
Dec. 18. This compares with the year’s high point of $6.18 re- 


corded last week and again on June 5, 1956. The current figure 
reflects a rise of 3.2% over the $5.96 of a year ago at this time. 
Higher in wholesale price last week were flour, rye, oats and 
coffee. Lower were corn, barley, sugar, cottonseed oil, cocoa, 
eggs steers and lambs. 

The index represents the sum total of the price per pound sf 
31 raw foodstuffs and meats in general use and its chief function 
is to show the general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Moved in a Narrow 
Range and Closed Slightly Lower the Past Week 


Fluctuating mildly within a narrow range, the Dun & Brad- 
street daily wholesale commodity price index closed at 299.79 
on Dec. 18, slightly lower than a week ago, but higher than last 
year’s index of 297.66 (1930-1932—100). 


_Except for rye prices, which gained slightly, the prices for 
grains sagged. Although there was considerable publicity given to 
the reports of drought in the Winter wheat growing areas of the 
Southwest, buying was not affected noticeably. 


_The announcement of higher soil bank payments for bread 
grains was followed by brisk buying in the middle of last week, 
but volume later tapered off. Grain buying for export was slow. 


The volume of trading on the Chicago Board of Trade dropped 
sharply last week. Average daily purchases of grain and soy- 
bean futures declined to 52,000,000 bushels, compared with 80,- 


000,000 a week earlier, but was noticeably above the 40,000,000 
bushels a year ago. 


Flour prices eased in slow trading; some observers thought 
that a noteworthy increase in flour buying would occur only 
with further price reductions. The export demand for rice 
remained high. 

According to revised estimates by the Department of Agri- 


culture, the output of bread grains in 1956 will be the second 
largest on record. 


The combined wheat and rye crop is expected to total 265,- 


000,000 short tons, just 9,000,000 tons smaller than the all-time 
peak in 1952. 


Domestic sugar buying was routine the past week, although 
spot sugar prices advanced with an increase in trading in the 
international markets. Coffee prices rose sharply in heightened 
trading after new programs of support to the growers were an- 
nounced by the producing countries. Cocoa prices advanced 
slightly; world production for the 1956-1957 season may be 
about 2% higher than in the previous season. 

Lard futures declined in heavy selling and there was a 
sympathetic reaction in vegetable oils. The prices for both 
cottonseed oil and soybean oil dropped noticeably. Hog prices 
were stable, with marketings the smallest in eight weeks, and 
considerably lower than a year ago. 

Although inquiries for cotton print cloths picked up some- 
what, the prices dipped fractionally. Trading in. cotton gray 
cloths generally was smaller than usual. 

The prices for cotton futures weakened, possibly reflecting 
the reaction to rumors of'a lower loan rate next season and a 
small increase in the most recent official crop estimate. 

Buying was stimulated to some extent by the announcement 
that the average payment per acre under the soil bank plan 
would be substantially higher next year than this. 


A smaller 1957 cotton crop may result if the farmers con- 
sider the higher payments sufficient inducement to increase their 
participation in the soil bank program. CCC loan entries in the 
first week of December dropped to the smallest volume in 10 
weeks. 


Trade Volume Rose Sharply in Past Week to Close 

Moderately Above Like Week a Year Ago 
A sharp rise in consumer buying last week boosted total 
retail trade moderately above that of a year ago. Christmas 
shoppers ,were especially. interested in children’s clothing, toys, 
gifts and some fashion eccessories. The call for major appliances, 
linens and men’s apparel was below that of the same week last 
year. 

Automobile dealers reported a continued rise in the buying 
of new and used passenger cars; dealers’ inventories of new cars 
rose this week, but continued below a year ago. 

The total dollar “volume of retail trade in the period ended 
on Wednesday of last week was from 1% to 5% higher than a 
vear ago, according to estimates by Dun & Bradstreet, Inc. Re- 
gional estimates varied from the comparable 1955 levels by the 
following percentages: New England —1 to +3; Middle Atlantic 

2 to +2: East North Central, West North Central and Mountain 
-1 to + 5: South Atlantic and Pacific Coast +3 to +7; East 
South Central +4 to +8; and West South Central —4 to 0. 

Although apparel stores reported a noticeable rise in the 
buying of women’s sportswear, dresses and children’s clothing, 
volume in cloth coats, furs and suits fell somewhat. While sales 
of men’s apparel advanced last week, purchases were below those 
of the comparable 1955 period. 

Shoppers increased their buying of television sets, radios 
and lamps, but sales of automatic laundry cquipment, refrigera- 
tors and dishwashers were unchanged. 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended Dec. 15, 
1956, advanced 2% above those ot the like period last year. In the 
preceding week, Dec. 8, 1956, a decvease of 3% (revised) was re- 
ported. For the four weeks ended Dec, 15, 1956, no change was 
recorded. For the period Jan. 1, 1956 to Dec. 15, 1956, a gain of 
3% was registered above that of 1955. 

Retail sales volume in New York City the past week advanced 
10% to 12% ahead of the similar period in 1955, according to the 
estimates of trade observers. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended Dec, 15, 
1956, increased 1% above the like period of last year. In the 
preceding week Dec. 8, 1956, a decrease of 2% (revised ) was 
reported. For the four weeks ending Dec. 15, 1956. an increase 
of 1% was registered. For the period Jan. 1, 1956 to Dec. 15, 1956, 
the index recorded a rise of 5% above that of the corresponding 
period in 1955. 
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Facing Troublesome 
Questions About Our 
Monetary System 


weekly reporting member banks. 
In the twelve months ended last 
Nov. 21, these banks showed an 
increase in their commercial ané 
industrial loans of $4,600,000,000 
while their holdings of Govern- 
ment securities went down $3,~ 
700,000,000 and investmenis in 
other securities fell $709,000,000. 
In short, the banks simply shifted 
their assets from Government and 
other securities to loans. Mean- 
while deposits declined nearly 
half a billion in the year. 

I am, told that in the first half 
of this year corporate business 
obtained over three and a half 
times as much in bank loans as 


was obtained in the first half of 
1955. 


In the eighteen months ended 
last June 30, bank loans rose $17- 
billion—the largest 18-month in- 
crease on record. 


Results of Tight Money 


The tight money policy thus far 
has hurt home builders, small 
business and municipalities that 
need to build schools and other 
improvements. It has not, as far 
as I can see, touched the capital 
goods boom. It may actually have 
stimulated, rather than curbed, 
business borrowing because the 
prudent corporation executive, 
reading and hearing about tight 
money policies, has in many cases 
borrowed money he did not yet 
need—just to be on the safe side. 

This, of course, is not to say 
that tight money will not be ef- 
fective. It may grab hold very 
soon now because financial insti- 
tutions have come about to the 
end of the road when it comes to 
selling “governments” especially 
at current prices and in present 
thin markets. Moreover, many 
banks are “loaned up” to the limit 
of what they consider prudent. 

In concluding may I say a per- 
sonal word. I am not posing here 
as an expert. I do not pretend to 
know the answers to these diffi- 
cult questions. I think it would 
require at least two years study 
by a monetary commission, aided 
by a first rate staff to begin to 
arrive at the answers. I do claim 
to be a qualified observer of the 
financial scene. 


Does Not Want Immoderate 
Solutions 

My record over nearly thirty 
years should prove, I think, that 
I am no enemy of the Federal Re- 
serve Board or of any public offi- 
cials who try honestly and accord- 
ing to their best judgment to 
serve us all. So far from being op- 
posed to monetary management, 
including the quantitative control 
of credit, I have, I think, a clear 
record of having encouraged the 
broader understanding of these 
matters. As for the independence 
of the Fed—as fer back as 1950 
I pointed out that the Fed was 
under no compulsion, legal or 
otherwise, to peg Government 
bonds. I showed that in any con- 
test between the Fed and the 
Treasury, the Treasury could not 
hope to win. I urged the Federal 
Reserve to take its courage in its 
hands and act independently. 

The Board of Governors had a 
speech I made at that time re- 
printed and sent all over the 
country, and the following year 
they did assert their independ- 
ence. 

In raising now some trouble- 
some questions, I am not seeking 
to injure the Federal Reserve Sys- 
tem. On the contrary, I believe 
that if we cannot soon persuade 
moderate men to face up to these 
questions, we will be too late and 
will find ourselves confronted 
with immoderate solutions. 
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Securities Now 


Aluminum Co. of America (1 9) 
Dec. 14 filed $125,000,000 of sinking fund debentures 
due 1982. Price—To be supplied by amendment. Pro- 
ceeds—To retire $50,000,000 of short-term bank loans 
and for construction program. Underwriter — The First 
Boston Corp., New York. 


Amaigamated Minerats, Ltd. 
Nov. 23 (letter of notification) 3,000,000 shares of com- 
mon stock (par five cents). Prioe—10 cents per share. 
Proceeds—For mining expenses and development of oil 
properties. Office 901 Sherman St., Denver, Colo. 
Underwriter—Lackner & Co., Denver, Colo. 


American Federal Finance Corp., Killeen, Texas 
Sept, 5 filed 40,000 shares of class B common stock (par 
$5) and 400,000 shares of preferred stock (par $5) to be 
offered in units of 10 preferred shares and one common 
ehare. Price—$55 per unit. Proceeds—-To purchase used 
car paper and to extend the company’s operations into 
the field of new car financing. Underwriter—None. J. J. 
Fain is President. 


@ American Monorail Co., Cleveland, O. (1/7-11) 
Dec. 18 filed 40,000 shares of $1.20 cumulative convert- 
ible preferred stock, 1956 series. Price—At par ($20 per 
share). Proceeds —- For working capital and to reduce 
bank loans. Underwriter — Fulton, Reid & Co., Inc., 
Cleveland, O. {Registration also covers 30,400 shares of 
common stock (par $1) already issued and outstanding 
and being registered for the purpose of offering the pur- 
chasers thereof an opportunity to rescind their purchases 
of such shares. } 
* Applied Research Laboratories 
Dec. 14 (letter of notification) 1,411 shares of capital 
stock (par $1) of which 585 shares are to be offered at 
$7.96 per share, under options dated Jan. 1, 1954; 210 
shares offered at $7.60 per share under option dated Jan. 
1, 1955: and 616 shares at $7.22 per share, under option 
dated Jan. 1, 1956. Also 82 shares of class B stock (par 
$1) at $7.96 per share under option dated Jan. 1, 1954. 
Proceeds — For working capital. Office — 3717 Park 
Place, Glerdale, Calit. Underwriter—None. 
% Arkansas Louisiana Gas Co., Shreveport, La. 
Dec. 21 filed 964,454 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds—To 
Tri-Continental Financial Corp., the selling stockholder. 
Underwriters—Eastman Dillon, Union Securities & Co., 
New York; and Stephens, Iinc., Little Rock, Ark. 

Armco Steei Corp. (1/10) 
Dec. 18 filed a maximum of 1,092,925 shares of common 
stock (par $10), but not less than 1,687,783 shares, to be 
offered for subscription by common stockholders of 
record Jan. 9, 1957 at the rate of one new share for 
each 10 shares held; rights to expire on Jan. 24, 1957. 
Price—To be supplied by amendment. Proceeds—For 
expansion program and working capital. Underwriter— 
Smith, Barney & Co., New York. 

Atlantic City Electric Co. (1/23) 
Dec. 12 filed $10,000,000 of first mortgage bonds due 
1987. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc; The First Boston Corp. and Drexel & Co. (jointly); 
Eastman Dillon, Union Securities & Co. and Smith, Bar- 
ney & Co. (jointly); Blair & Co. Incorporated; White, 
Weld & Co. and Shields & Co. (jointly); Lehman Bro- 
thers; Blyth & Co., Inc. Bids—Expected to be received 
up to 11 a.m. (EST) on Jan. 23 at Irving Trust Co., 
One Wall St., New York 15, N. Y. 

Atlas Credit Corp., Philadelphia, Pa. 
June 11 filed $600,000 of 6% convertfble subordinated 
debentures due June 15, 1968. Price—100% of principal 
amount. Proceeds—To retire indebtedness of the com- 
pany to its affiliates for money borrowed for working 
capital. Underwriters—Hallowell, Sulzberger & Co. and 
Charles A. Taggart & Co., Inc., both of Philadelphia, Pa., 
and Weill, Blauner & Co., Inc. of New York. 

Automation Development Mutual Fund, Inc. 
Aug. 24 filed 300,000 shares of common stock. Price—At 
market. Proceeds—For investment. Office—Washing- 
ton, D. C. Distributor—Automation Development Secu- 
rities Co., Inc., Washington, D. C. 


%* Brewster-Bartle Drilling Co., Inc., Houston, Tex. 
Dec. 21 filed $2,000,000 of 5% subordinated convertible 
debentures due Jan. 1, 1972. Price—-To be supplied by 
amendment. Proceeds For drilling oil-and gas wells. 
Underwriters — White, Weld & Co., New York; and 
Rowles, Winston & Co., Houston, Tex, 
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in Registration 


* Brewster-Bartle Drilling Co., Inc., Houston, Tex. 
Dec. 21 filed 100,000 shares of common stock (par $2). 
Price — To be supplied by amendment. Proceeds—To 
selling stockholders. Underwriters—White, Weld & Co., 
New York; and Rowles, Winston & Co., Houston, Tex. 


Brookridge Development Corp. 
Oct. 29 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—67-12 62nd St., Ridgewood, Quéens, 
N. Y. Underwriter—Wagner & Co., New York. 


Burma Shore Mines, Ltd:, Toronto, Canada 
July 26 filed 600,000 shares of capital stock, of which 
500,000 shares are to be offered publicly, and 100,000 
shares to promoters. Price—At par ($1 per share). Pre- 
ceeds — For equipment, exploration, drilling, working 
capital and other general corporate purposes. Under- 
writer—To be named later. 


Centers Corp., Philadelphia, Pa. 

July 30 filed $8,000,000 of 542% sinking fund debentures 
due Aug. 1, 1971, and 1,600,000 shares of common stock 
(par one cent); subsequently amended to $4,500,000 of 
debentures. Price — To be supplied by amendment. 
Proceeds — About $4,100,000 will be used to acquire 
seven shopping center sites and a Penn Fruit super- 
market adjacent to one of them; the balance will be used 
to develop shopping centers at the seven sites and to 
acquire and develop additional sites for related real 
estate activities, and for general corporate purposes. 
Underwriter — Blair & Co. Incorporated, Philadelphia 
and New York. Latter has agreed to purchase an addi- 
tional 300,000 common shares and reoffer: them to pver- 
sons selected by it at $1.10 per share. Offering—Date 
indefinite. 

%* Central Standard Indemnity Co. 
Dec. 10 (letter of notification) 10,000 shares of com- 
mon stock (par $10) to be offered on a preemptive basis. 
Price—$20 per share. Proceeds—For working capital 
and surplus. Office—211 W. Wacker Drive, Chicago, III. 
Underwriter—None. 


Century Controls Corp., Farmnigdale, N. Y. 
Aug. 27 filed $600,000 of 10-year 6% debentures. Price— 
90% of principal amount. Proceeds—For research and 
development; expansion; equipment; and other cor- 
porate purposes. Underwriter — None. 


Chinook Plywood, Inc., Rainier, Ore. 
Sept. 4 filed 200 shares of common capital stock. Price— 
At par ($3,000 per share). Proceeds—For acquisition of 
a plant site, construction of a mill building, purchase 
and installation of machinery and equipment, and as 


- aiaaian capital. Underwriter — Industry Developers, 
nc. 


% Community Research & Development, Inc. (1/15) 
Dec. 20 filed $3,000,000 of 6% convertible debentures 
due Jan. 1, 1972. Price—To be supplied by amendment. 
Proceeds — To acquire stock of Talbottown Shopping 
Center and others. Underwriter—Alex. Brown &. Sons, 
Baltimore, Md. 


@ Continental Copper & Steel Industries, 

Inc. (1/10) 
Dec. 18 filed 170,000 shares of common stock (par $1) to 
be offered for subscription by common stockholders at 
the rate ot one new share for each 10 shares held as of 
Jan. 10, 1957. Price—To pe supplied by amendment. 
Proceeds—For additions and improvements; and {tor 
working capital. Underwriters — Allen & Co., P. W. 
Brooks & Co., Inc. and Auchincloss, Parker & Redpath, 
all of New York. 


% Cooperative Grange League Federation 
Exchange, Inc. 
Dec. 21 filed $1,200,800 of 4% subordinated debentures 
due Jan. 1, 1966; 10,000 shares of 4% cumulative pre- 
ferred stock (par $100) and 150,000 shares of common 
stock (par $5). Price—At principal amount or par vaiue. 
Proceeds—For working capital. Office — Ithaca, N. Y. 
Underwriter—None. 


Cyril Bath Co. 
Dec. 6 (letter of notification) 33,000 shares of common 
stock (par $1), of which 16,500 shares are to be offered 
for the account of the company and 16,500 shares for 
the account of Cyril J. Bath, the selling stockholder. 

rice--$6 per share. Proceeds—.To reduce outstanding 
mortgage loans and for working capital. Office—32420 
Aurora Road, Solon, Ohio. Underwriter—L. B. Schwinn 
& Co., Cleveland, Ohio. 


Diversified Oil & Mining Corp., Denver, Colo. 
Aug. 29 filed 2,500,000 shares of 6% convertible non- 
cumulative preferred stock, first series (par $1), and 
warrants to purchase 500,000 shares of common stock 
(par 10 cents) to be offered for subscription initially by 
common stockholders in units of 25 preferred shares and 
a warrant to purchase five common shares. Price—$25.50 
per unit (each warrant will entitle the *thalder to pur- 
chase one common share at any time x.to Dec. 31, 
1957 at $2 per share). Proceeds—To repay-“mortgages, to 
$1,312,500 of five-year 6% sinking fund’ debentures, and 
for further acquisitions and working capital. Under- 
writer—To be named by amendment. 


Douglas Corp., Fort Collins, Cole. _ 
July 27 filed 4,000,000 shares of common stock=(par-one 
cent). Price — 10 cents per share. Proceeds — For ex- 


ploration, development and acquisition of properties and 


for werking capital. Underwriter—Columbia Securities 
Co., Denver, Colo. 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


® Drexel Furniture Co., Drexel, N. C. (12/28) 
Dec. 12 filed 190,000 shares of common stock (par $2.50) 
to be offered in exchange for common sicck and class B 
common stock of Heritage Furniture, Inc., High Point, 
N. C., and for common stock of Morganton Furniture 
Co., Morganton, N. C., on the following basis: 112 shares 
of Drexel stock for each Heritage share and three-quay- 
ters of a share of Drexel stock for each Morganton share. 
These offers are contingent upon acceptance of not. less 
than 80% of the 665 outstanding class B shares of Herit- 
age and of the 80,000 common shares of Morganton: and 
not less than 64,992 of the 70,910 outstanding class _ 

shares of Heritage. Underwriter—None. 


Economics Laboratory, Inc. (1/7-11) ’ 
Dec. 12 filed 100,000 shares of common stock (par $1). 
Price—To be supplied by amendment (exvected. at about 
$15 to $16 per share). Preceeds—For general corporate 
purposes, Office—St. Paul, Minn. Underwriters—W. FE. 
Hutton & Co., Cincinnati, Ohio, and Kalman & Co., Inc., 
St. Paul, Minn. 


El Paso Natural Gas Co. 
Dec. 14 filed 5,235,952 shares of common B stock (par 
$3) to be offered in exchange for common stoek of 
Pacific Northwest Pipeline Corp. on the basis of 14 
of common B stock for each cight shares of Pacific 
Northwest common stock. The ofter is subject to dc- 
ceptence by holders or at Jeast 2,435,000 shares of 
Pacific Northwest. Underwriter—None. 


Eternalite, Inc., New Orleans, La. (1/15) 
Sept. 24 filed 206.900 shares of class A common stock 
(par 50 cents). Price—$4.50 per share. Proceeds—To 
repay loan; for maintenance of and increase of inven- 
tory; for development of branch offices; and for research, 
laboratory tests, ard testing equipment. Underwriter— 
Vickers Brothers, New York. 


_ Flakewood Corp., San Francisco, Calif. 

Nov. 14 filed 100,000 shares of common stock. Price— 
At par ($10 per share). Proceeds—For construction of 
manufacturing plant and to provide working capital. 
Underwriter—None. Robert E. Evju is President. 


Florida Growth Fund, Inc. 
Nov. 23 filed 2,900,000 shares of common stock (par 10 
cents). Price—$5 per share. Proceeds—For investment. 
Underwriter—Frank B. Bateman, Ltd., Palm Beach, Fla. 
Otfering—Temporarily postponed. 

Freiberg Mahogany Co. 
Oct. 11 filed $2,000,000 of subordinated debentures due 
1971 and 450,000 shares of common stock (par 10 cents), 
of which $1,500,000 of debentures and all of the stock 
are to be offered publicly in units of $500 of debentures 
and 150 shares of stock; the remaining $500,000 of deben- 
tures to be sold to Texas Industries, Inc., which owns 
abeut 75% of Freiberg’s outstanding common. stock. 
Price—To be supplied by amendment. Preceeds—from 
sale of units to retire short-term loans and for working 
capital, etc., and from sale of debentures to Texas Indus- 
tries to retire a subordinated promissory note payable 
to the latter firm. Office—New Orleans, La. Under- 
writers—Howard, Weil, Labouisse, Friedrichs & Co., New 
Orleans, La.; Rauscher, Pierce & Co., Inc., Dallas. Texas; 
and Russ & Co., Inc., San Antonio, Texas. Offering— 
Postponed. 

Fruit Juices, Inc. 
Dec. 3 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
working capital. Office — 1115 South Washington St., 
Marion, Ind. Underwriter—Sterling Securities Co., Los 
Angeles, Calif. 

Genera! Credit, Inc., Washington, D. C. 
Aug. 17 filed $2,060,000 of 6% subordinated sinking fund 
debentures, due Sept. 1, 1971, with detachable warrants 
to purchase 160,000 shares of participating preference 
stock, to be offered in units of $500 of debentures and 40 
warrants. Price—$500 per unit. Proceeds—For expan- 
sion and working captal. Underwriter — None named. 
Offering to be made through selected dealers. 


General Telephone Co. of California (1/10) 
Nov. 13 filed 500,000 shares of 5% cumulative preferred 
stock (par $20). Pricee—To be supplied by amendment. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriters—Paine, Webber, Jackson & Curtis, 
New York, and Mitchum, Jones & Templeton, Los 
Angeles, Cabhif. 


® General Telephone Co. of Michigan (1/10) 

Dec. 18 filed 160,000 shares of $1.35 cumulative preferred 
stock (par $25), to be offered in exchange for the out- 
standing shares of $2.70, $2.75, $1.44 and $1.35 cumula- 
tive preferred stocks of Union Telephone Co. on the fol- 
lowing basis: For each share of Union $2.70 or $2:75 pre- 
ferred, two shares of General preferred, plus $2 in cash; 
for each share of Union $1.44 or $1.35 preferred, -one 
share of General preferred, plus $1.25 in cash. Dealer- 
Managers—Paine, Webber, Jackson & Curtis and Stone 
& Webster Securities Corp., both of New York. 


Goid Mountain Lodge, Inc., Durango, Colo. 
Aug. 23 filed 5,000 shares of class A voting common 
stock (par $1), 295,000 shares of class B non-voting 
common steck (par $1), and $700,000 of 4% debentures 
due Dec. 31, 1975, to be offered for sale in the States 
of Texas and Cclorado in units of 50 shares of class A 
stock, 2,950 shares of class B stock and one $7,000 
debenture. Price—$10,000 per unit. Proceeds—For pur- 
chase of property, remodeling of present main building, 
for new construction and working capital. Business— 
Operates year-round resort hotel. Underwriter—None, 








Guardian Chemical Corp. 


. Oct. 29 (letter of notification) $250,000 of 6% convértible 

debentures due Dec. 1, 1966 being offered for subserip- 
tion by common stockholders of record Nov. 5, 1956 
on the basis of $100 of debentures for each 200 shares of 
common stock, or fraction thereof held; rights to ex- 
pire on Dec. 28. Price — At par (in denominations of 
$100 each). Proceeds—¥or working capital. Office— 
38-15 30th St., Long Island City 1, N. Y. 
_—None. 


Guardian Consumer Finance Corp. 


Nov. 26 filed 75,00@-shares of 60-cent convertible pre- 
ferred stock (par $10). Price—To be supplied by amend- 
“ment. Proceeds—To reduce. bank loans. Underwriter— 
Van Alstyne, Noel & Co., New York. 


vision. 


Underwriter 


ing stockholders. 





Volume 184 Number 5598...The Commercial and Financial Chronicle 


Hancock Electronics Corp., Redwood City Calif. 
Nov. 19 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds—For 
research and development. Business—Closed circuit tele- 
Office—2553 Middlefield Road, Redwood City, 
nw Underwriter—Daniel Reeves & Co., Beverly Hills, 

alif. 

Hansen Manufacturing Co., Cleveland, Ohio 
Dec. 11 filed 133,200 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds—To sell- 
Underwriters—Hayden, Miller & Co. 
and Ball, Burge & Kraus, both of Cleveland, O. 

Hartfield Stores, inc. 

Oct. 2. filed 240,000 shares of common stock (par $1) 
Price—$9 per share. Proceeds—To certain selling stock- 
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NEW ISSUE CALENDAR 


December 27, 1956 (Thursday) 
Chesapeake & Ohio Ry.__-_- Equipment Trust Ctfs. 
; (Bids noon EST) $4,200,000 
December 28, 1956 (Friday) 
Drexel FPurtiture (2... 2.2. .28cs ssid Common 
(Exchange otter—no underwriting) 190,000 shares 
December 31, 1956 (Monday) 


Hawaiian Pineapple Co., Ltd.__.-____-_- Common 
(Offering tc stockholders — Underwritten by Dean 
Witter & Co.) 413,920 shares 
January 2, 1957 (Wednesday ) 
ee. a ss Bh ss oo elas sd Common 
(Franciin Securities Co.) $300,000 
January 3, 1957 (Thursday) 

Prince Marine Drilling & Exploration Co. 
Debentures & Common 
(Shields & Co.) $1,375,000 
Southern Pacific Co._.-..------ Equip. Trust Ctfs. 
(Bids noon EST) $9,600,000 


January 4, 1957 (Friday) 


Scovill Manufacturing Co.__-_-_._.-_- Debentures 
(Morgan Staniey & Co.) $10,000,000 
Scovill Manufacturing Co.___-_-_-------- Common 


(Ofiering to stockhoiders—to be underwritten by Morgan 
Stanley & Co.) 176,450 shares 


January 7, 1957 (Monday) 


American -Monorail Co... .~.--—..-=-=: Preferred 
(Fulton, Reid & Co., Inc.) $800,000 
Economics Laboratory, Inc.___--_---_--_--- Common 
(W. E. Hutton & Co. and Kalman & Co., Inc.) 100,000 shares 
OT = ES a ee ee Bonds 
(Bids 11 a.m. EST) $20,000,000 
ee ee oe a commana Preferred 
(McDonald. Holman & Co., Inc.) $499,996 
Mohawk -Aistines. iné.2. =. 2.22.2. Debentures 


(Mohawk Valley Investing Co.; Allen & Co., and 
Gregory & Sons) $64,900 


Northwestern Public Service Co.______-_-- Common 
(Offering to stockholaers—-To be underwritten wy A. C. Allyn & 
Co., Inc.) 54,129 shares 


Standara-tou (o.. (2910)... . 2. =... Debentures 
(F. S. Moseley & Co.) $25,000,000 
January 8, 1957 (Tuesday? 
New England Tel. & Tel. Co._____.__-_- Debentures 
(Bids 11 a.m. EST) $35,000,000 
Deere Ti. hn cce Gites Equipment Trust Ctfs. 
(Buis noon EST) $5,540,000 
January 9, 1957 (Wednesday) 
Aluminum Co. of America___-__-_------ Debentures 
(The First Boston Corp.) $125,000,000 


es Tee Be oh ak octane = Common 
(The First Boston Corp. and Merrill vynch, Pierce, Fenner 
& Beane) 200,000 shares 


International Bank for Reconstruction 


NE POLE ALLL AALS Bonds 
(Morgan Stanley & Co. anc Tne First Boston Corp.' $100,000,000 
Interstate Oil Pipe Line Co.______-_-_~-- Debentures 


(Morgan Stanley & Co.) $25,000,000 


National Bank of Commerce, 


a Saga, 5 Ee a ae Common 
(Offering to stockhoiders—to be underwritten by 
Leftwich & Ross) $1,00uU,000 


Pacifie Power, & Light Co.__---_---_------- Bonds 
(Bids 11 a.m. EST) $20,000,000 

Pacific Power & Light Co._.___--__----~ Preferred 
(Bids il a.m. EST) $9,000,000 

Wabaeh. RAR. och ont enw dnd Equip. Trust Ctfs. 


(Bids to de invited) about $2,000,000 


January 10, 1957 (Thursday) 
Asmeco Steel Corn... ~.<c0<senenu- ,v._-._Common 
(Offering to stockholders—to be underwritten by Smith, 
Barney & Co.) not more than 1,092,925 shares 
Continental Copper & Steel Industries, Inc.._Com. 
(Offering to stockholders—underwritten by Alen & Co.; 
P. W. Brooks & Co. Inc.; and Auchincloss, Parker 
& Redpath) 170,000 shares 
General Telephone Co. of California____Preferred 
(Paine, Webber, Jackson & Curtis and Mitchum, 
Jones & Templeton) $10.000.000 
Ceneral Telephone Co. of Michigan Preferred 
(Exchange offer—Paine. Webber, Jackson & Curtis and Stone « 
Webster Securities Corp. to act as dealer-managers) 160,000 si» 
Missouri Pacific RR.......---..- Equip. Trust Ctfs. 
(Bids to ve invited) $4,875,000 
New Jersey, Indiana & Illinois RR.._Equip. Tr. Ctfs. 
(Bids to be invited) $1,400,000 


Niagara Mohawk Power Corp._-.------ Debentures 
(Offering to stockholders—underwritten by Harriman Ripley 
& Co. Inc.) $46,224,200 
Riegel Textile Corp.__..--.----.-.----Debentures 
(Morgan Stanley & Co.) $12,000,000 
Sears Roebuck Acceptance Corp._____-Debentures 


(Goldman, Sachs & Co.; Halsey, Stuart & Co. Inc 
and Lehman Corp.) $50,000,000 





January 14, 1957 (Monday) 


Pacific Petroleums, Ltd.______ a ene a Debentures 


(Eastman Dillon, Union Securities & Co.) $15,000,000 


January 15, 1957 (Tuesday) 


Community Research & Development, Inc.___Debs. 
(Alex. Brown & Sons) $3,000,000 


Rs RR ee ee Class A Common 
(Vickers Brothers) $900,000 

Fees Fe Gab... . concer cntcocuenecnwe Common 

(Offering to stockhoiders—to be underwritten by Stroud 

& Co., Inc.) 108,160 shares 

Louisiana Power & Light Co._______________ Bonds 
(Bids noon EST) $20,000,000 

Maine Fidelity Fire & Casualty Co.______ Common 


(McLaughlin, Cryan & Co.) $1,243,750 


Missouri Public Service Co.____.______-_- Common 
(Offering to stockholders—underwritten by Kidder, Peabody 
& Co.) 319,894 shares 
opar-maca Corp...._....... Preferred & Common 


(Hamlin & Lunt; Aiien & Co.; Cowen & Co.: and Straus, 
Blosser & McDowell) about $1,500,000 


Valley National Bank-_-_-_-........--_----- Common 

(Offering to stockholders — may be undefwritten by F 
William R. Staats & Co. and Blyth & Co., Inc.) 105,000 shares 
Winters National Bank & Trust Co.____-_~- Common 


(Offering to stocxholder=—-.o be underwritten by Green & Ladd 
and Grant Brewnell & Co.) $3,850,000 


January 16, 1957 (Wednesday ) 


New Brunswick (Province of)________~- Debentures 
(Halsey, Stuart & Co. Inc.) $10,000,000 
Norfolk & Western Ry.___-____- Equip. Trust Ctfs. 
(Bids to be invited) about $4,650,000 
Southwestern Public Service Co._______- Common 
(Offering to stockholders—to be underwritten by 
Dillon, Read & Co., Inc.) 291,967 shares 
January 17, 1957 (Thursday) 
Chicago & Eastern Illinois RR..___- Equip. Tr. Ctfs 
(Bids to be invited) $1,980,000 
Oklahoma Gas & Electric Co..____.__--_--_- Bonds 


(Bids 10:30 a.m. EST) $20,000,000 


January 22, 1957 (Tuesday ) 
Cincinnati, New Orleans, Texas & 


I BI io SS ited Equip. Trust Ctfs. 
(Bids to be invited) approximately $4,000,000: 

Pacific Gas & Electric Co..______-__-~- SAMO ee Bonds 
‘Bids to be invited) $35,000,000 

Southern Indiana Gas & Electric Co._______- Bonds 
(Bids to be .nvited) $5,000,000 

Southwestern Gas & Electric Co._______-_~_- Bonds 
’ ‘Bids to be invited) $10,000,000 

Western Light & Telephone Co., Inc..___Common 


(Offering to stocknoiaers—to be underwritten bs 
Dean Witter & Co.) about 65,000 shares 


January 23, 1957 ( Wednesday ) 


Be ee ee ee ee Bonds 
(Bids 11 a.m. EST) $10,000,000 


January 24, 1957 (Thursday) 


Pittsburgh & Lake Erie RR._--_- Equip. Trust Ctfs. 
(Bids to te invited) $6,720,000 


January 29, 1957 (Tuesday) 


Mountain States Tel. & Tel. Co.__-__-- Debentures 
(Bids to be invited) $35,000,000 


January 31, 1957 (Thursday ) 
Socony Mobil Oil Co..----------- Common 


(Offering to stockholders-—-to be underwritten by Morgan 
Stanley & Co.) about 4,400,000 shares 


February 4, 1957 (Monday) 


Dowitas  Riverere Ce... . 2 s-seec ei e- 5 Debentures 
(Merrill Lynch, Pierce, Fenner & beane and Kuhn, Loeb 
& Co.) $25,000,000 
Public Service Co. of Oklahoma_------------ Bonds 


(Bids to be invited) about $12,000,000 


February 7, 1957 (Thursday) 


Phillips Petroleum Co.__-------- _._Debentures 
(<Oftering to stocknolders-—to be underwritten by The First 
Boston Corv.) about $171,000,000 


February 19, 1957 (Tuesday 
Southern California Edison Co.______.___.-Bonds 
(Bids to be inviced) $37,500,000 
March 19, 1957 (Tuesday) 


Appalachian Electric Power Co. 


: Bonds 
(Bids to be invited) $29,000,000 


March 26, 1957 (Tuesday) 
American Telephone & Telegraph Co.____.._Bonds 
(Bids to be invited) $250,000,000 
May 9, 1957 (Thursday) 


Alabama Power Co. a eh A 
(bids to be invited) about $19,000,000 
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holders. Underwriter—Van Alstyne, Noel & Co., New 
York; and Johnston. Lemon & Co.; Washington, D. C, 
Offering—Postponed. 


Hartford Gas Co., Hartford, Conn. 
Dec. 11 filed 60,000 shares of common stock (par $25), 
issuable against conversion of $1,500,000 342% 10-year 
convertible debentures due July 1, 1965. Owners of the 
debentures will be entitled on and after Jan. 1, 1957 to 
convert such debentures into common shares by exer- 
cising the conversion privilege conferred by the inden- 
ture. The conversion price is initially $27 per share of 
common stock acquired and is payable by the surrender 
- $25 ar amount of debentures and payment of 

in cash. 


® Hawaiian Pineappie Co., Ltd. (12/31) 
Nov. 29 filed 413,920 shares of common stock (par $7.50) 
to be offered for subscription by eommon stockholders of 
record Dec. 28, 1956 on the basis of one new share for 
each tour shares held; rights to expire on Jan. 21. 
Price—To be supplied by amendment. Proceeds—To re- 
duce bank loans and for working capital. Underwriter— 
Dean Witter & Co., San Franeisco, Calif. 

Hilton Hotels Corp. ' 
Nov. 23 filed 278,733 shares of 54% cumulative con- 
vertible voting preferred stock, series A (par $25) and 
278,733 shares of common stock (par $2.50) to be of- 
fered in exchange for outstanding capital stock of Savoy- 
Plaza, Inc., at the rate of three shares of series A pre- 
ferred and three shares of common stock of Hilton 
Hotels for each class A and class B share of Savoy- 
Plaza. The exchange offer will not become effective 
unless at least 80% of the class A and class B stock of 
Savoy-Plaza is tendered. 

Idaho Power Co. (1/7) 
Dec. 7 filed $20,000,000 first mortgage bonds due 1987. 
Proceeds—To repay bank loans and for construction pro- 
gram. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Blyth & Co., Inc., Lazard 
Freres & Co. and The First Boston Corp. (jointly); Kid- 
der, Peabody & Co.; Harriman, Ripley & Co. Inc.; Salo- 
mon Bros. & Hutzler; Kuhn, Loeb & Co. Bids — Ten- 
tatively expected to be received up to 11 a.m. (EST) 
on Jan. 7, 1957. 
* Ilinois Power Co. (1/9) 
Dec. 20 filed 200,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—To 
repay $8,000,000 of bank loans and for construction 
program. Underwriters—The First Boston Corp. and 
Merrill Lynch, Pierce, Fenner & Beane, both of New 
York. 


international Bank of Washington, D. C. 
Sept. 28 filed $1,000,000 of time certificates, series B, C 
and D. Price—At 100% of principal amount. Proceeds— 
For working capital. Underwriter—Johnston, Lemon & 
Co., Washington, D. C. 


International Capital Corp., Des Moines, lowa 
Nov. 29 filed 370,000 shares of common stock (par 10 
cents), of which 185,000 shares are to be offered by The 
Equity Corp. on a share-for-share basis in exchange for 
Equity Corp. common stock, and the remaining 185,000 
shares by Financial General Corp. on a basis of 1% 
shares of International common stock in exchange for 
one share of Financial common stock. Equity and Finan- 
cial are to receive the 185,000 shares each of Interna- 
tional common stock in exchange for all the outstand- 
ing shares of common stock of Investors Financial Corp. 
and Group Equities, Inc. International has been informed 
that 142,000 shares of Equity common owned by Fre- 
mont Corp. will be tendered in acceptance of the Equity 
exchange offer. Underwriter—None. 


* International Dupiex Corp., San Francisco, Calif. 
Dec. 21 filed 500,000 shares of common stock (par one 
cent). Price—$1l per share. Proceeds—To equip and 
establish five super launderettes and for working cap- 
ital. Underwriters—Names to be supplied by amend- 
ment. 


* Interstate Oil Pipe Line Co. (1/9) 
Dec. 20 filed $25,000,000 of 25-year sinking fund de- 
bentures due Jan. 1, 1982. Priee—To be supplied by 


amendment. Proceeds — To construct additional pipe 
line tacilities. Underwriter — Morgan Stanley & Co., 
New York. 


Jacobs (F.L.) Co. 
Oct. 4 filed $3,000,000 of 6% convertible debentures due 
Nov. 1, 1966. Priee—100% of principal amount. Proceeds 
—To pay short-term loans and for working capital. Un- 
derwriters—McLaughlin, Cryan & Co. and Gearhart & 
Otis, Inc., both of New York. 
* Justice Co. 
Dec. 12 (letter of notification) 290,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—Yfor a laboratory and equipment, patent costs, working 
capital, ete. Office—927-15th Street, N. W., Washington, 
D. C. Underwriter—None. 


K D 1 Corp., Rochester, N. Y. (1/7-11) 
Nov. 16 filed 81,428 shares of 7% participating cumula- 
tive preferred stock (par $5), of which 71,428 shares are 
to be offered to public. Price—$7 per share. Proceeds— 
For machinery and equipment, working capital and other 
corporate purposes. Underwriter—McDonald, Holman & 
Co., Inc., New York. 

Life Insurance Co. of South Carolina 
Oct. 15 filed 339,600 shares of common stock (no par) 
to be offered for subscription by stockholders of record 
Sept. 12, 1956 at the rate of two shares of new stock 
for each share held. Price—To stockholders, $10 per 
share; and to public, $15 per share. Proceeds—For ex- 
pansion and working capital. Underwriter—None. Pub- 

- Continued on page 32 
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ic offering will be made by employees of the company 
-and qualitied licensed dealers. 


Lorain Telephone Co. 
‘ict. 1 (letter of notification) 4,994 shares of common 
vstock (no par) being offered to stockhoiders on the 
‘yasis of one share for each 20 shares of record Sept. 24; 
~ights to expire Jan. 2, 1957. Price—$25 per share. Pro- 
v-eeds—To reimburse company for additions to property 
#n Ohio and for other corporate purposes. Office—203 
Vest Ninth St., Lorain, Ohio. Underwriter—None. 


Louisiana Power & Light Co. (1/15) 

ec. 4 filed $20,000,900 of first mortgage bonds due 
£987. Proceeds—For reduction of bank loans and con- 
vstruction program. Underwriter—To be determined by 
«ompetitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp. and Eastman 
illon, Union Securities & Co. (jointly); Kuhn, Loeb 
“% Co.; Blyth & Co., Inc.; Merrill Lynch, Pierce, Fenner 
~&z Beane, Kidder, Peabody & Co. and Harriman Ripley 
% Co. Inc. (jointly); Salomon Bros. & Hutzler; The 
¥irst Boston Corp., and Glore, Forgan & Co. (jointly): 
White, Weld & Co. and Shields & Co. (jointly). Bids 
—Expected to be received up to noon (EST) on Jan. 15, 
£957. 


Loyal American Life Insurance Co., Inc. 

Sept. 28 filed 230,000 shares of common stock (par $1) 
va be offered for subscription by common stockholders 
of record Oct. 15, 1956 at the rate of one new share for 
zach three shares held (with an oversubscription privi- 
ege). Price—To be supplied by amendment. Proceeds 
—To increase capital and surplus. Underwriters—J. H. 
*Soddard & Co., Inc., Boston, Mass., and Thornton, Mchr 
‘ Farish, Montgomery, Ala. 


Maine Fidelity Fire & Casualty Co. (1/15) ~ 
Wov. 28 filed 99,500 shares of capital stock (par $5). 
Price—$12.50 per share. Proceeds — To increase capital 
nnd surplus. Office—Portland, Me. Underwriter—Mc- 
¥.aughlin, Cryan & Co., New York. 


May Stores Realty Corp. 

Nov. 23 filed $25,000,000 general mortgage bonds due 
feb. 15, 1977. Price — To be supplied. by amendment. 
)?roceeds—Approximately $18,000,000 is to be used to 
~urchase properties from parent, The May Department 
Stores Co.; to pay existing indebtedness to parent and 
for acquisition or construction of additional properties 
ie be leased to parent. Underwriters—Goldman, Sachs 
&z Co. and Lehman Brothers, both of New York. Offering 
—Temporarily postponed. 


McRae Tungsten Corp., Boise, Idaho 

Wov. 30 (letter of notification) 100,000 shares of common 
stock (par one cent) and 100,000 stock purchase war- 
vants (each two warrants to entitle holder thereof to 
wurchase one share of Idahe Rare Minerals Corp. 6% 
cumulative convertible sinking fund preferred stock, 
@ar $10, and one share of Idaho Rare common stock, par 
one cent at $11 per unit). Price—$3 per unit, consisting 
of one McRae share and one warrant. Proceeds — For 
maining expenses. Office—c/o Robert J. McRae, 1704 
Gourley St., Boise, Ida. Underwriter—Von Gemmingen 
& Co., Inc., 320 North Fourth St., St. Louis, Mo. 


Michigan Wisconsin Pipe Line Co. 

Jaly 2 filed $25,000,000 of first mortgage pipe line bonds 
due 1976. Preceeds—To pay off short term bank loans 
end for construction program. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
Hiaisey, Stuart & Co. Inc.; The First Boston Corp.; 
Blyth & Co., Inc. Bids—Three bids were received on 
Aug. 1, all for 4%4s, but were turned down. No new date 
for bids has been set. 


Mineral Projects-Venture F, Inc., Madison, N. J. 
Dec. 14 filed $2,500,000 of Participations in Capital as 
Limited Partnership Interests. Price — In $25,000 units. 
Proceeds — To acquire leaseholds and for drilling of 
initial or exploratory wells. Underwriter—Mineral Proj- 
ects Co., Ltd., Madison, N. J. 


Minerals, tnc., New York 
wune 22 filed 2,500,000 shares of common stock (par 
@ne cent). Price—$1.50 per share. Proceeds—To acquire 
for $2,400,000 the Chavin lead-zinc-copper-silver mine 
Aocated in South Central Peru, and for general corporate 
curposes. Underwriter — Gearhart & Otis, Ine., New 
York. Offering—Postponed. 
% Missouri Public Service Co. (1/15) 
Dec. 21 filed 319,894 shares of common stock (no par) 
to be otfered for subscription by common stockholders 
on the basis of one new share for each five shares heid 
on or about Jan. 15, 1957; rights to expire about Jan. 29. 
Price—To be supplied by amendment. Proceeds—To- 
gether with $5,000,000 to be received from private sale 
of first mortgoge bonds, to be used to retire bank loans 
end pay for new construction. Underwriter-—Kidde1, 
Peabody & Co., New York. 

Mohawk Airlines, Inc., Ithaca, N. Y. (1/7) 
Oct. 26 filed $794,000 of 542% convertible subordinated 
cebentures due Aug. 1, 1966, of which $100,000 principal 
amount will be offered in exchange for outstanding 6% 
convertible notes. Price — 100% and accrued interest. 
Proceeds — For general corporate purposes. Under- 
writers — Mchawk Valley Investing Co., Utica, N. Y.: 
Dempsey-Tegeler & Co., St. Louis, Mo.; and Gregory & 
Sons, New York. 

- National Fidelity insurance Co. 
Nov. 30 (letter of notification) 33,000 shares of common 
stock (par $1.25) to be offered to stockholders on the 
basis of one share for each seven shares held. Price—$8 
per share. Proceeds—For working capital. Office—314 
Pine St., Spartanburg, N. C. Underwriter—None. 
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National Old Line Insurance Co. 

Nov. 15, 1956 filed 50,000 shares of class A common stock 
(par $2) and 50,000 shares’of class B common stock 
(par $2). Price—To be supplied by amendment. P14%ceeds 
—To selling stockholders. Office — Little Rock, Ark. 
Underwriter — Equitable Securities Corp., fvashville, 
Tenn., and New York, N. Y. Offering — Indefinitely 
postponed. 


New Brunswick (Province of) (1/16) 
Dec. 14 filed $10,000,000 of 25-year sinking fund deben- 
tures due Jan. 1, 1982. Price—To be supplied by amend- 
ment. Proceeds—To be advanced to The New Bruns- 
wick Electric Power Commission to repay bank loans. 
Underwriter—Halsey, Stuart & Co. Inc., New York and 
Chicago. 

New England Electric System 
Dec. 3 filed 319,000 shares of common stock (par $1) 
to be offered in exchange for capital stock of Lynn 
Gas & Electric Co. cn the basis of two NEES shares 
for each Lynn share. Dealer-Managers—Paine, Webber, 
Jackson & Curtis and F. S. Moseley & Co., both of 
Boston, Mass. 


New England Teiephone & Telegraph Co. (1/8) 
Dec. 11 filed $35,000,000 of 29-year debentures due Jan. 
1, 1986. Proceeds — To repay advances from American 
Telephone & Telegraph Co. (the parent). Underwriter— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; Morgan Stanley & Co. Bids — Tentatively ex- 
pected to be received up io 11 a.m. (EST) on Jan. 38, 
1957. 

% Niagara Mohwak Power Corp. (1/10) 

vec. 20 filed $46,224,200 of convertible deventures due 
Feb. 1, 1972, to be offered for subscription by common 
stockholders of record Jan. 10, 1957 at the rate of $100 
of debentures for each 25 shares of stock held; rights 
to expire on Jan. 28, 1957. Price—100% of principal 
amount. Proceeds —- For construction program. Under- 
writer—Harriman Ripley & Co. Inc., New York. 

* Northeast Metals Industries, Inc. 

Cec. 14 (letter of notification) 20,000 shares of common 
stceck (par 10 cents) to be issued upon exercise of war- 
rants between Nov. 14, 1956 and Nov. 14, 1961. Price— 
$2 per share Proceeds—To pay bank loan; purchas« 
equipment; and for working capital. Office — 1206 N. 
Front Street, Philadelphia, Pa. Underwriter—Pearso., 
Murphy & Co., Inc., New York, N. Y. 

®@ Northwestern Public Service Co. (1/7-8) 

Dec. 18 filed 54,120 shares of commen stock (par $3) to 
be offered for subscription by common stockholders of 
record Jan. 7 or Jan. 8 on the basis of one new share 
for each 10 shares held: with a 14-day standby. Price— 
To be supplied by amendment. Proceeds—For construc- 
tion expenditures. Underwriter — A. C. Allyn & Co., 
Inc., Chicago, Ill. 

Ocean City Pier Corp., Berlin, Md. 

Oct. 4 filed $2,000,000 of 6% debenture bonds due July 1, 
1976, and 4,000,000 shares of common stock (par one 
cent) to be offered in units of one $100 bond and 200 
shares of stock. Price—$300 per unit. Proceeds — For 
construction and operation of amusement pier. Under- 
writer — Paul Korns, a director, of Johnstown, Pa. 
Lt. Col. James A. Grazier of Whaleysville and Ocean 
City, Md., is Chairman of the Board. 

Ohio Power Co. 

Sept. 20 filed 60,000 shares of cumulative preferred stock 
(par $100). Proceeds—For construction program. Under- 
writer—To be determined by competitive bidding. Preb- 
able bidders: The First Boston Corp.; Blyth & Co., Inc.; 
Kuhn Loeb & Co.; Eastman Dillon, Union Securities & Co. 
and Salomon Bros. & Hutzler (jointly); Harriman Ripley 
& Co., Inc. and Stone & Webster Securities Corp. (joint- 
ly); Lehman Brothers. Bids—The two received up to 11 
a.m. (EST) on Oct. 30 were rejected. 


Oklahoma Gas & Electric Co. (1/17) 

Dec. 19 filed $20,000,000 of first mortgage bonds due 
1987. Proceeds—For construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Lehman Brothers and 
Blyth & Co., Inc. (jointly); The First Boston Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane and White, Weld & 
Co. (jointly); Harriman Ripley & Co. Inec.; Equitable 
Securities Corp.; Kuhn, Loeb & Co. Bids — Tentatively 
expected to be received up to 10:30 a.m. (EST) on 
Jan. 17. 


Orefield Mining Corp., Montreal, Canada 
Oct. 15 filed 900,000 shares of capital stock (par $1), of 
which 200,000 shares are now outstanding. Price—To be 
supplied by amendment. Proceeds — For exploration 
costs. Underwriter—To be named later. Michael Tzo- 
panakis, of Miami, Fla., and Denis Colivas, of Montreal, 
Canada, are large stockholders. 


@® Pacific Petroleums Ltd. (1/14-18) 


Dec. 20 filed $15,000,900 of subordinate debentures due 


Jan. 1, 1977. Price — To be supplied by amendment. 
Proceeds — To revay bank loans and for expansion 
program. Underwriter—Eastman Dillon, Union 
rities & Co., New York. 
Pacific Power & Light Co. (1 9) 
Dec. 6 filed $20,000,000 of first mortgage bonds due 1987. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc:: 
Lehman Brothers, Bear, Stearns & Co. and Salomon 
Bros. & Hutzler (jointly): Blyth & Co., Inc. and White. 
Weld & Co. (jointly); Eastman, Dillon, Union Securities 
& Co. and Kidder, Peabody & Co. (jointly). Bids—Ex- 
pected to be received up to 11 a.m. (EST) on Jan. 9. 
Pacific Power & Light Co. (1/9) 
Dec. 6 filed 90,000 shares of serial preferred stock (par 
$100). Proceeds—for construction program. Underwriter 


Seecu- 


—May be determined by competitive bidding. Probable 


-bidders: Lehinan Brothers; Blyth & Co., Ine.; Kidder, 


Peabody & Co. and Eastman Dillon, Union ‘Securities 
& Cu. (jointly). Bids—Expected to be received up to 
11 am. (EST) on Jan. 9, 


Peerless Life insurance Co. 
Oct. 8 (letter of notification) 11,500 shares of common 
stock (no par). Price—$25 per share. Proceeds — For 
generai corporate purposes. Office — 1310 Gulf States 
Bldg., 109 North Akard St., Dallas, Tex. Underwriter— 
Newborg & Go., New York. 


Peopies Finance Corp. 
Nov. 16 filed 50,000 shares of 60-cent cumulative con- 
vertible preferred stock (par $5). Price-—$10 per share. 
Proceeds—To reduce bank loans and for working capital. 
Office—Denver, Colo. Underwriter—Paul C. Kimball 
& Co., Chicago. Offering—Expecied sometime in Janu- 
ary. 

Pittsburgh Consolidation Coal Co. 

Oct. 3 filed 2,678,697 shares of common stock (par $1) 
being offered in exchange for common stock of Pocahon- 
tas Fuel Co. on the basis of 25g shares of Pittsburgh for 
each Pocahontas common share. Yhe offer, which has 


been declared e‘*fective, has been extended until 3 p.m. 
(EST) on Feb. 1, 1957. 


Prince Marine Drilling & Exploration Co. (1/3) 
Dec. 6 filed $1,250,000 of 542% sinking fund debentures 
cue Jan. 1, 1969 and 125,000 shares of common stock (par 
50 cents) to be offered in units of $100 of debentures and 
10 shares of stock. Price — $110 per unit. Proceeds—To 
acquire certain oil, gas and other mineral leasehold pro- 
perties, including properties now producing gas and oil: 
to acquire equipment; and for working capital. Office— 
Houston, Tex. Underwriter—Shields & Co., New York. 


Puerto Rican Jai Alai, inc. 
July 27 filed $1,500,000 of 12-year 6% first mortgage 
bonds due 1968, and 300,000 shares of common stock (par 
$1) to be offered in units of a $500 bond and 100 shares 
of stock. Price — To be $500 per unit. Proceeds — For 
construction of fronton and related activities. Office— 
San Juan, Puerto Rico. Underwriters—Crerie & Co., 
Houston, Texas; Dixon Bretscher Noonan, Inc., Spring- 


field, Ill.; and Aetna Securities Corp., New York. Offer- 
ing—Date indefinite. ; 


Pyramid Productions, Inc., New York 
Sept. 27 filed 220,000 shares of common stock (par $1), 
of which 200,000 shares are to be offered to publie and 
20,000 shares issued to underwriter. Price—$5 per share. 
Proceeds—To retire $125,000 of outstanding 15% deben- 
tures as well as a $173,180 debt to Trans-Union Produc- 
tions, Inc.; and for working capital. Business—Tele- 


— releases. Underwriter—E. L. Aaron & Co., New 
ork. 


* Red Rock Oil & Gas Co. 

Dec. 13 (letter of notification) 27,330 shares of common 
stock. Price — At par ($1 per share). Proceeds — For 
development of oil and gas properties. Offiee—Suite 2. 
Cragin Bldg., 308 Fremont Street, Las Vegas, Nev. Un- 
derwriter—None. 


Redi-Food Co., Inc. 
Oct. 8 (letter of notification) 150,000 shares of common 
stock (par 10 cents). Priee—$2 per share. Proceeds— 
To purchase plant and equipment. Office—2505 Butler 


Place, New York City. Underwriter—Hopp & Co., Pas- 
Saic, N. J. 


*% Riegel Textiie Corp. (1/10) 

Dec. 20 filed $12,000,000 sinking fund debentures due 
1977. Price—To be supplied by amendment. Proceeds 
—To retire $4,400,000 term notes and to reduce short- 
term bank loans. Office—New York City. Underwriter— 
Morgan Stanley & Co., New York. 


* R.ver Properties, Inc. 

Dec. 13 (letter of notification) 30,000 shares of common 
steck (par 50 cents) to be offered to stockholders. Price 
—$1.15 per share. Proceeds—For retirement of second 
mortgage and working capital. Office — 922 Osoriv 
Avenue, Corai Gables, Fla. Underwriter—None. Robert 
M. Thomson is President. 


St. Regis Paper Co. 
Oct. 26 filed 750,000 shares of common stock (par $5) 
being offered in exchange for outstanding common stock 
(par $10) of J. Neils Lumber Co. at rate of 212 St. Regis 
shares for each Neils common share. The offer will ex- 
pire on Dec. 31, 1956, unless extended. Exchange Agent 


—The First National Bank of Portland, P. O. Box 3457, 
Portland, Ore. 


Samson Uranium, Inc., Denver, Colo. 
Aug. 21 (letter of notification) 25,000,000 shares of capi- 
tal stock. Price—At par (10 cents per share). Proceeds 
—For core drilling, including geological research and 
core assays; for mining shaft; to exercise purchase of 
option agreement on additional properties; tor working 
capital and other corporate purposes. Underwriter — 
Indiana State Securities Corp. of Indianapolis, Ind., for 
offering to residents of Indiana. 

Scovill Manufacturing Co. (1/4) 
Dec. 14 filed $10,000,000 of 25-year debentures due Jan. 
1, 1982. Price—To be supplied by amendment. Proceeds 
—For expansion and working capital. Underwriter— 
Morgan Stanley & Co., New York. 

Scovill Manufacturing Co. (1/4) 
Dec. 14 filed 176,450 shares of common stock (par $25) 
to be offered for subscription by common stockholders 
of record Jan. 3, 1957 at the rate of one new share for 
each eight shares held; rights to expire on Jan. 21. Price 
—To be supplied by amendment. Proceeds—For expan- 
sion and working capital. Underwriter—Morgan Stanley 
& Co., New York. 








*% Sears Roebuck Acceptance Corp. (1/10) 

Dec. 21 filed $50,000,000 of debentures due 1972. Price 
—To be supplied by amendment. Proceeds—To purchase 
customer installment receivables from the parent, Sears, 
Roebuck & Co. Underwriters — Goldman, Sachs & Co.: 
Halsey, Stuart & Co. Inc.; and Lehman Brothers: all of 
New York and Chicago. 


Southern General Insurance Co., Atlanta, Ga. 
Sept. 24 filed 95,714 shares of common stock (par $5), of 
which 50,000 shares are to be offered publicly; 20,714 
shares are to be offered in exchange for 10,357 shares of 
$10 par common stock of Progressive Fire Insurance Co.; 
and 25,000 shares are to be offered to certain other per- 
sons. Price—To public, $14.50 per share; and to certain 
persons, $13 per share. Preceeds—To pay bank loan. 
Underwriter — The Robinson-Humphrey Co., Inc., At- 
lanta, Ga. Offering—Date indefinite. 


Southern New England Telephone Co. 

Sept. 19 filed 679,012 shares of capital stock (par $25) 
to be offered for subscription by stockholders of record 
Oct. 1, 1956 at the rate of one new share for each eight 
shares held; right to. expire on Nov. 2. Price—$30 per 
share. Proceeds—To pay advances from American Tele- 
phone & Telegraph Co. (approximately $15,800,000) and 
for property additions and improvements. Underwriter 
—None. Offering—Delayed indefinitely by company on 
Oct. 4. (See also next paragraph.) 


Southern New Engtand Telephone Co. 

Sept. 19 filed 1,173,696 rights to purchase 146,712 shares 
of new capital stock (par $25) to be issued to American 
Telephone & Telegraph Co., which owns 21.61% of the 
outstanding stock of Southern New England Telephone 
Co. Preceeds—To American Telephone & Telegraph Co. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Blyth & Co., Inc.; White, Weld & Co.; 
Putnam & Co.; Chas. W. Scranton & Co., and Cooley & 
Co. (jointly); The First Boston Corp.; Saiomon Bros. & 
Hutzler. Bids—Had been expected to be received up to 
11 am. (EDT) on Oct. 10. (See also preceding para- 
graph.) 


Southern Sportsman, Inc., Atlanta, Ga. 
Dec. 7 filed 486,000 shares of common stock, of which 
375,000 shares are to be publicly offered and 111,300 
shares are to be reserved on exercise of options to be 
granted to employees of the company (latter exercisable 
on or before Dec. 31, 1956). Price—$3 per share. Pro- 
ceeds—To buy or establish a complete sporting goods 
house; other expansion and inventories. Underwriter— 
Investment Underwriters, Inc., Atlanta, Ga. Philip H. 
Dohn, Jr., and Roger H. Bell, sole stockholders of the 
underwriter, are officers and direciors of Southern 
. Sportsman, Inc. 
Southern Syndicate, Inc. 

Dec. 5 (letter of notification) $130,000 series A regis- 
tered convertible debentures due Feb. 1, 1967 to be 
offered first to stockhelders for a 14-day period; then 
to the public. Price—90% of principal to stockholders; 
and at par to the public. Pr For expansion of its 
present activities in the real estate and mortgage field. 
Office—1206 Citizens & Southern Bank Bldg., Atlanta, 
Ga. Underwriter—Allied Investment Co., Atlanta, Ga. 


- Southern Union Oils Ltd., Toronto, Canada 
Aug. 24 filed 750,000 shares of capital stock (par $1). 
Price—64'% cents per share. Proceeds—To selling stock- 
helders. Underwriter—None. 


* Southwestern Public Service Co. (1/16) 

Dec. 21 filed 291,967 shares of common stock (per $)) 
to be offered for subscription by common stockholders 
of record Jan. 16, 1957 on the basis of one new share 
for each 14 shares held (with en oversubscription privi- 
lege); rights to expire on Jan. 30, 1957. Priee—-Io be 
supplied by amendment. Preceeds — To repay bank 
leans and for construction program. Underwriter 
Dillon, Reed & Co. Inc., New York. 


Southwestern Resources, Inc., Santa Fe, N. M. 
June 8 filed 1,000,000 shares of common stock (par 25 
cents). Price—$5 per share. Proceeds—To exercise op- 
tions, purchzise additional properties and for general] 
corporate purposes. Underwriter—Southwestern Secu- 
rities Co., Dallas, Texas. 


Southwide Corp., Anniston, Ala. 

Sept. 12 filed 450,635 shares of common stock (par $1), 
of which 211,681 shares are to be offered publicly 238,954 
shares are to be offered in exchange for the class A 
stock of Capital Fire & Casualty Co. and common stock 
of Allied Investment Corp. Price—$2 per share. Pro- 
ceeds—For purchase of stock of Capital and Allied firms 
and for purchase of U. S. Government bonds. Under- 
writer—None, but a selling commission will be allowed 
to dealers for sales effected by them. Elvin C. McCary, 
of Anniston, Ala., is President. 


Spar-Mica Corp., Ltd. (1/15) 
Oct. 29 filed 400,006 shares of 5% convertible preferred 
stock (par $5) (amended Dec. 13 to 309,090 shares of 
9% convertible preferred stock, par $5, and 600,000 
shares of common stock to be offered in units of one 
preferred share and two common shares). Pritze—To 
net company $5 per unit in Canadian funds, or spproxi- 
mately $5.21 per unit in United States funds. Proceeds 
—TFo1 construction costs. Office — Montreal, Canada. 
Underwritres—Hamlin & Lunt, Buffalo, N. Y.; Allen & 
Co. and Cowen & Co., both of New York, N. Y.: aad 
Streus, Blosser & McDowell, Chicago, 111. 

Standard Oii Co. (Ohio) (1/7-11) 
Dec. 18 filed $25,000,000 of sinking fund debentures due 
Jan. 1, 1982. Price—To be supplied by amendment. Pro- 
ceeds — For capital expenditures and working capital. 


pmnot er har F. S. Moseley .& Co. of Buston and New 
ork. 





T +c T + . ae ~ . ° ° ° 
Volume 184 Number 5598... The Commercial and Financial Chronicle 





Sunrise Fund, Inc., New York, N. ¥. 
Dec. 3 filed 500,000 shares of capital stock. Price—$5 
per share. Proceeds—-For investment. Business—Pres- 
ently is a closed-end investment company but will be- 
come an open-end company in March, 1957. Distributor— 


Sunrise Capital Corp., 37-12 84th St., Jackson Heights 
yy em mh A 


Texas Calgary Co., Abilene, Texas 
Sept. 25 filed 3,700,000 shares of capital stock (par 25 
cents). Price—At market from time to time on the 
American Stock Exchange or the Toronto Stock Ex- 
change or by private sale. Preceeds—To A. P. Scott, 
the selling stockholder. Underwriter—None. 


Texas Fuel Corp., Clarksville, Texas (1/2-4) 
Nov. 29 (letter of notification) 120,000 shares of com- 
mon stock (par $1). Price—$2.50 per share. Proceeds— 
To pay bank loans, financing of time payment sales 


of appliances and air conditioners and for working 
capital. Underwriter—Franklin Securities Co., Dallas, 
Texas. 


Theatrical Interests Plan, Inc., New York City 
Oct. 30 filed 52,000 shares of class A stock (par five 
cents) and 28,000 shares of class B stock (par five cents). 
Price—Of class A. expected at $10 per share in lots of 
not less than 25 shares; of class B, expected at par. Pro- 
ceeds—For investment in theatrical and entertainment 
fields. Business—A non-diversified closed-end manage- 
ment investment company. Underwriter—None. 


Thermoray Corp. 
June 29 (letter of notification) 380,000 shares of com- 
mon stock (par 10 cents). Price — 75 cents per share. 
Proceeds—For inventory, working capital, etc. Business 
—Electrical heating. Office—26 Avenue B, Newark, N. J. 
Underwriter—Eaton & Co., Inc., New York. 
Title Guarantee & Trust Co., New York 

Nov. 21 filed 61,902 shares of capital stock (par $8) of 
whicn 35,750 shares are to be offered for subscription 
by stockholders on the basis of one new share for each 
eight shares held: and the remaining 26,152 shares are 
to be offered, together with cash, in exchange for stock 
of Abstract & Title [Insurance Corporation of Buffalo, 
Rochester and Lockport, N. Y., on the basis of $15.25 in 
cash and 4/10ths of a share of Title Guarantee stock in 
exchange for each share of Abstract. The subscription 
offer to Title Guarantee stockholders becomes effec- 
tive if latter company acauires at least 85% of the 
Abstract stock. The purchase offer will expire on Jan. 
10, 1957, unless extended to Feb. 28, 1957. Price—To be 
supplied by amendment. Proceeds—To acquire Abstract 
steck. Underwriter—None. 


Tower Acceptance Corp., Houston, Tex. 

Dec. 7 filed 200,000 shares of class A common stock (par 

$1). Price—$5 per share. Proceeds—For working capital. 

Underwriter—S. D. Fuller & Co., New York. Offering— 

Expected sometime in January. 

*% Town & County Securities Corp., Fort Wayne, 
indiana 

Dec. 17 (letter of notification) 25.009 shares of common 

stock (no par). Price — $10 per share. Preceeds — 'l'o 

finance installment sales of food and freezers for the 

company. Underwriter—None. 

Trans-Canada Pipe Lines, Ltd. 
Nov. 26 filed $80,000,000 ¢Canadian) of subordinated 
debentures due 1986 and 4,000,000 shares of common 
stock (par $1-Canadian) to be offered in units of $100 
of debentures and five shares of stock. Priee—$150 per 
unit. Proceeds—For new construction. Underwriters— 
In United States: Lehman Brothers, Stone & Webster 
Securities Corp. and White, Weld & Co. In Canada: Nes- 
bitt Thomson & Co. Ltd.; Wood, Gundy & Co. Ltd; 
McCloud, Young, Weir & Co., Ltd.; and Osler, Ham- 
mond & Nanton, Ltd. Offerin@—Expected in the last 
half of January. 

Tri-State Rock Material Corp., Leesburg, Va. 
Nov. 28 filed 500,000 shares of 6% cumulative convertible 
preferred stock. Price—At par ($1.50 per share). Pre- 
ceeds For asphalt plant, equipment, working capital 
and other corporate purposes. Underwriter—None. 

Tyrex Drug & Chemical Corp. 

Nov. 5 (letter of notification) 150,000 shares of class A 
stock (par one cent). Price—$2 per share. Proceeds—- 
For equipment, raw materials, working capital and other 
corporate purposes. Office—42 Newark St., Hoboken, 
N. J. Underwriter—Dennis Securities Corp., Hoboken, 
N. J. 

% Union Tank Car Co., Chicago, Ill. 

Dec. 21 filed 55,000 shares ot capitel stock (no par) to 
be cffered pursuant to an employees’ savinzs and stock 
purchase plan for the benefit of employees of the com- 
pany and its two wholly-owned subsidiaries. 

United States Air Conditioning Corp. 

Sept. 27 filed 600,000 shares of common stock (par 10 
cents), of which 50,000 shares are to be offered to-em- 
pioyees, distributors and dealers; 50,000 shares, plus 
any of the unsold portion of the first 50,000 shares, are 
to be offered to the public; and the underwriter wil) be 
granted options to acquire the remaining 500,000 shares 
for reoffer to the public. Price—At market prices. Pro- 
ceeds—F or working capital and general corporate pur- 
poses. Office—Philadelphia, Pa. Underwriter—Mortimer 





B. Burnside & Co., Inc., New York. Offering—Date 
indefinite. 

Venezuela Diamond Mines, Inc., Miami, Fla. 
Aug. 31 filed 1,500,000 shares of common stock. Price— 


At par (20 cents per share). Proceeds—For exploration 

and mining operations in Venezuela. Underwriter—Co- 

lumbia Securities Co., Inc., of Florida, Miami,.Fla. 
Wheland Co., Chattanooga, Tenn. 

May 23 filed $2,000,000 of convertible subordinated de- 





bentures-due June 1, 1976, and 136,000 shares of common - 
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the cumpany’s account and 61,000 shares for a selling’ 
stockholder. Price — To be supplied by amendment 
Proceeds—Together with proceeds from private sale oi 
$1,500,000 434% first mortgage bonds and $900,000 of . 
3-year unsecured 442% notes to a group of banks, wil 
be used to retire outstanding series A and series B 5% | 
first mortgage bonds, and for expansion program. Under- 
writers—Hemphill, Noyes & Co., New York; Courts & 
Co., Atlanta, Ga.; and Equitable Securities Corp., Nash- 
ville, Tenn. Offering — Temporarily postponed. 


Wildcat Mountain Corp., Boston, Mass. 
Aug. 13 filed $800,000 of 6% subordinated cumulative 
debentures due Dec. 1, 1976, and 6,000 shares of commor 
stock (no par) to be offered in units of a $400 deben- 
ture and three shares of stock. Priee — $500 per unit. 
Proceeds—For construction and working capital. Busi- 
ness—Mountain recreation center. Underwriter—None; 
offering to be made by offigers and agents of company 

Wilson & Co., Inc. ee 
Aug. 28 filed $20,000,000 of 20-year sinking fund de- 
bentures due 1976. Price—To be supplied by amend- 
ment. Proceeds — To redeem presently outstanding. 
first mortgage bonds, to repay bank loans and for ex- 
pansion program. Business—Meat packing firm. Un- 
derwriters—Smith, Barney & Co.; Glore Forgan & Co. 
and Hallgarten & Co., all of New York City. Offering— 
Indefinitely postponed. 


Prospective Offerings 


Advance Mortgage Corp., Chicago, Ill. a8 
Dec. 4 it was reported this company (to be surviving 
corporation following merger of First Mortgage Corp. 
and Irwin Jacobs & Co. of Chicago) plans a_ public 
offering of $1,000,000 class A 6% participating convert- 
ible stock (par $1). Underwriter—Baker, Simonds & Co., 
Detroit, Mich. Offering—Expected in February. 

% Alahama Power Co. (5/9) 

Dec. 17 it was reported company plans to issue and sel} 
about $19,000,000 of first morteage bonds. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Eastman, Dillon, Unior 
Securities & Co.; Equitable Securities Corp. and Drexel 
& Ce. (jointly): Lehman Brothers; Harriman Ripley & 
Co. Inc. and Goldman, Sachs & Co. (jointly); Blyth & 
Ce., Inc. and Kidder, Peabody & Co. (jointly); Morgan 
Stanley & Co. Bids—Tentatively expected to be re- 
ceived on May 9. 

*% American Machine & Foundry Co. 

Dec. 21 directors voted in favor of a $13,000,000 to $14,- 
000,C00 issue of subordinated convertible debentures te 
be offered for subscription by stockholders. Proceeds— 
To provide working capital for expanding sales anc 
rentals. Underwriter—Eastman Dillon, Union Securities 
& Cw. New. York. 

American Natural Gas Co. 

Dec. 10, it was anbounced company proposes to sel 
442,114 additional shares of common stock through 2 
rights offering to its stockholders on the basis of one 
new share for each 10 shares held. Price—To be under 
the market. Preoceeds—For construction program. Un- 
derwriter — To be determined by competitive bidding. 
Probable bidders: White, Weld & Co. and Drexel & Ce. 
(jointly); Blyth & Co., Inc.; The First Boston Corp. 
Offering—Expected early in 1957. 

American Telephone & Telegraph Co. (3/26) 

Dec. 19 the directors authorized a new bond issue of 
$250,000,000. Proceeds — For additions and improve- 
ments. Underwriter—To be determined by competitive 
bidding. Probable bidders: The First Bosion Corp. and 
Halsey, Stuart & Co. Inc. (jointly): Morgan Stanley & 
Co. Bids — Tentatively scheduled to be received on 
March 26. 
® Appalachian Electric Power Co. (3/19) 
Dee. 24 it was reported company plans to issue and sel! 
$29,000,000 of first mortgage bonds due 1987. Proceeds— 
To repay bank loans and for construction program. Un- 
derwriter—To Le determined by competitive bidding. 
Probable bidders: Halsey, Stuart & ‘Co. Inc.; Eastman 
Dillon, Union Securities ’& Co. and Kuhn, Loeb'’'& Ce. 
(jointly); The First Bosten Corp.;, Harriman Ripley & 
Co. Inc. Bids—Tentatively expected March 19. Registra- 
tion—Planned for Feb. 13. 

Associated Truck Lines, Inc. 

Oct. 11 it was announced corporation plans to issue ane 
sell $1,000,000 of 6% convertible subordinated debentures 
due Oct. 1, 1971 at par and 75,000 shares of common stock 
(par $3) at $11 per share (the latter for the accoun: 
of selling stockholders). Proceeds—From sale of deben- 
tures, for expansion and working capital. Business—AéA 
short haul motor common carrier operating over 3,30C 
miles or routes in Illinois, Indiana, Michigan and Ohie. 
Office—Grand Rapids, Mich. Underwriter—Paine, Web- 
ber, Jackson & Curtis, Boston, Mass., and New York, 
N. Y. Offering—Indefinitely postponed 


Bayless (A. J.) Markets, Inc., Phoenix, Ariz. 
Nov. 27 it was reported company plans to issue and sel! 
750,000 shares of common stock. Underwriter — H. M 
Bylliesby & Co., Inc., Chicag,o Ill. Registration—Planned 
in January. Offering—Expected in mid-February. 

Brazos River Gas Co. (Texas) 
Nov. 12 it was reported that early registration is ex- 
pected of approximately 200,000 shares of common stocr 
of this company, formerly Upham Gas Co. Price—Ex- 
pected to be about $5 per share. Pruceeds—To selling 
stockholders. Underwriters—Shields & Co. and Sheat- 


son, Hammill & Co. both of New York. 

* Brunswick-Balike-Collender Co. . } 

Dec. 17 it was reported company may do some financing 
Continued on page’ 34 
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in the near future. Underwriter Lehman Brothcrs, 
New York. 
Carolina Power & Light Co. 

Oct. 15 it was reported company plans te issue and sell 
between $15,000,000 and $20,000,000 of first mortgage 
bonds. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co. and A. C. Allyn & Co. Inc. (jointly); 
W.C. Langley & Co. and The First Boston Corp. (joint- 
ly); Equitable Securities Corp.; Blyth & Co., Inc.; Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly). Offering—Expected in 1957. 


Carolina Teleptone & Telegraph Co. 

Nov. 16 it was reported company has applied to the 
North Carolina P. U. Commission for authority to offer 
to its common stockholders an additional 58,310 shares 
of common stock on the basis of one new share for each 
four shares held. Price—At par ($100 per share). Pro- 
ceeds—To reduce bank loans and for new construction. 
Underwriter—None. Southern Bell Telephone & Tele- 
graph Co. in February, 1956, sold its rights to 14,464 
shares (of a 66,640 share offering to stockholders) to 
R. S. Dickson & Co. 


Chesapeake & Ohio Ry. (12 27) 
Bids will be received by the company up to noon (EST) 
on Dec. 27 for the purchase from it of $4,200,000 equip- 
ment trust certificates. Probabie bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler. 


% Chicago & Eastern Illinois RR. (1/17) 
Bids are expected to be received ky the company on Jan. 
17 for the purchase from it of $1,980,000 equipment trust 
certificates. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler. 

Cincinnati, New Orleans, Texas & Pacific Ry. 

(1/22) 

Bids are expected to be received by the company on 
Jan. 22 for the purchase from it of approximately 
$4,000,000 equipment trust certificates. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Cleveland Electric Illuminating Co. 
Nov. 12 it was reported company plans to issue and sell 
$25,000,000 of first mortgage bonds in the Summer of 
1957. Proceeds—To repay bank loans und fer construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Helsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc.; Dil- 
lon, Read & Co. Inc.; Blair & Co. Inc., and Baxter, Wil- 
liams & Co. (jointly); Glore, Forgan & Co.; White, 
Weld & Co. 
*% Columbus & Southern Ohio Electric Co. (3/5) 
Dec. 20 it was announced company is planning to issue 
and sell $16,000,000 of first mortgage bonds due 1987. 
Proceeds—To repay bank loans temporarily employed 
to finance plant expansion. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Dillon, Read & Co. Inc. and The 
Ohio Co. (jointly); Lee Hiyginson Corp. and Salomon 
Bros. & Hutzler (jointly); Eastman Dillon, Union Secu- 
rities & Co., and Glore Forgan & Co. (jointly). Bids— 
Tentatively scheduled to be received on March 5. Rezis- 
tration—Plannec for Feb. 5. 

Connecticut Light & Power Co. 
Nov. 27 it was announced company will probably offer 
to its stockholders early in 1957 some additional common 
stock, to finance part of its construction program. Under- 
writer—None. 

Consolidated Edison Co. of New York, Inc. 
Dec. 15, H. R Searing, Chairman, announced com- 
pany is planning an issue of not to exceed $55,087,- 
300 of convertible debentures early in 1957, probably the 
latter part of February. They will be offered to common 
stockholders for subscription. Stockholders will be asked 
on Feb. 5 to approve an authorized issue of $125,000,000 
convertible debentures. Proceeds—For construction pro- 
gram. Underwriter—May be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; The First Boston Corp. 

Consolidated Freightways, Inc. 
Nov. 21 it was announced company has applied to the 
Interstate Commerce Commission for authority to issue 
and sell 250,000 shares of common stock (par $5). Pro- 
ceeds—Together with funds from sale of up to $8,436,740 
long debt securities, to acquire six Eastern lines. Under- 
writer—Blyth & Co., Inc., New York and San Francisco 
(Calif.). 

Daystrom, Inc., Elizabeth, N. J. 
Dec. 18, Thomas Roy Jones, President, announced that 
the company plans a public offering in January, 1957, 
of about $5,090,000 convertible subordinate debentures. 
Preceeds—For expansion program and working capital. 
Underwriters—Goldman, Sachs & Co. and R. W. Press- 
prich & Cu., both of New York. 

Douglas Aircraft Co. (2/4-8) 
‘Nov. 19, Donald W. Douglas, President, announced that 
the company plans to issue and sell $25,000,000 convert- 
ible subordinated debentures. Proceeds—For expansion 
of facilities in order to place the DC-8 jet airliner into 
production. Underwriters—Merrill Lyuch, Pierce. Fen- 
ner & Beane and Kuhn, Loeb & Co., both of New York. 
Offering—Not expected until after Jan. 1, 1957. 

General Public Utilities Corp. 
Nov. 15, A. F. Tegen, President, announced that the 
stockholders are going to be offered approximately 
647,000 additional shares of common stock (par $5) on 
the basis of one new share for each 15 shares held on or 
about March 11; rights to expire on March 29. Merrill 
Lynch, Pierce, Fenner & Beane acted as clearing agent 
in previous offering to stockholders. 
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General Tire & Rubber Co. 
Dec. 4, M. G. O'Neil, Executive Assistant to the Presi- 
dent, said the management was working on a plan to 
revamp the capital structure and that the company 
would like to come up with one issue of preferred stock. 
He added that close to $18,000,000 will be put into cap- 
ital investments during the fiscal year to end Nov. 30, 
1957. 

Hamilton Paper Co. (1/15) 
Dec. 17 it was reported company plans early registra- 
tion of 108,160 shares of commor stock (par $5), which 
are intended for offering to common stockholders of 
record about Jan. 15, 1957 at the rate of one new share 
for each two shares held (with a 14-day standby). Price 


—To be named later. Proceeds—For expansion ana 
werking capital. Underwriter — Stroud & Co., Inc., 
Philadelphia, Pa. 


Household Finance Corp. 
Dec. 3 it was reported company may register this month 
an issue of $30,000,000 long-term debentures. Under- 
writers — Lee Higginson Corp. and White, Weld & Co., 
both of New York; and William Blair & Co., Chicago, 1. 
Offering—Probably early in January. 


Hubshman Factors Corp., New York 
Dec. 10 it was reported company plans to issue and sell 
200,000 shares of common stock. Price—Expected to be 
around $6.80 per share. Underwriter—H. M. Byllesby & 
Co. Inc., New York and Chicago. Offering—Expected in 
February. 


Indianapolis Power & Light Co. 

Nov. 21, H. T. Prichard, President. announced that pres- 
ent plans contemplate an issue of $6,000,000 of preferred 
stock some time in 1957 if market conditions make it 
feasible, and an issue of $8,000,Vu0 in bonds in 1958. 1em- 
porary bank loans are available and probably will be 
utilized, during at least part of 1957. Additional secu- 
rities will need to be sold in 1959 and 1960, amounting 
to approximately $14,000,000. Proceeds—To repay bank 
loans and for new construction. Underwriter—May be 
Lehman Brothers, Goldman, Sachs & Co. and The First 
Boston Corp., who underwrote last equity financing. 


% International Bank for Reconstruction and 
Development (‘‘World Bank’’) (1/9-15) 
Dec. 27, Eugene R. Black, President, announced that this 
Bank proposes to make an offering of $100,000,000 20- 
year bonds. Price—Expected at a price to yield between 
4.30% to 4.40% to maturity. Underwriters — Morgan 
Stanley & Co. and The First Boston Corp., both of New 
York. 
interstate Fire & Casualty Co. 
Sept. 26 it was reported company plans to issue and sell 
75.000 additional shares of common stock. Underwriter 


—White & Co., St. Louis, Mo. Offices— Chicago and 
Bloomington, Ill. 


Jersey Central Power & Light Co. 
Sept. 12, it was announced company plans to issue and 
sell $8,000,000 of first mortgage bonds. Underwriter— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody & 
Co.; The First Boston Corp.; White, Weld & Co.; East- 
man Dillon, Union Securities & Co., Salomon Bros. & 
Hutzler and Merrill Lynch, Pierce, Fenner & Beane 
(jointly). 
Kaiser Industries, Inc. 

Nov. 28, E. E. Trefethen, Jr., Executive Vice-President, 
stated that it is anticipated that a portion of the funds 
necessary to meet the $25,000,000 installment due April 
1, 1957 on its 444% term loan may have to be provided 
by the creation of debt by, or the sale of equity securi- 
ties, of this corporation or Henry J. Kaiser Co., or 
through the public or private sale of a portion of the 
securities of the companies owned by the Henry J. 
Kaiser Co., or of certain other assets. Underwriter—The 
First Boston Corp., New York. 


Macy (R. H.) & Co., Inc. 

Dec 19 it was announced cumpany plans to offer up to 
$12,377,000 of convertible debentures to its common 
steckholders on the basis of $100 of debentures for eaci 
14 shares of stock held. Stockholders on Jan. 30 will 
vote on authorizing an issue of $25,000,000 of these 
debentures. Price—To be named later. Proceeds—For 
workiny capital and expansion program. Underwriters— 
Lehman Brothers and Goldman, Sachs & Co., both of 
New York. 


Metropolitan Edison Co. 
Sept. 12 it was announced that company is considering 
the sale of $22,000,000 first mortgage bonds in the next 
16 months. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Ine.; White, Weld & Co.; Blyth & Co., Inc.; Kidder, Pea- 
body '& Co. and Drexel & Co. (jointly); The First Boston 
Corp. Bids—Not expected to be received until May, 1957. 


Missoyri Pacific RR. (1/10) 
Bids are expected to be received by the company on Jan. 
10 for the purchase from it of $4,875,000 equipment trust 
certificates, series G, to mature in 15 equal annual in- 
stalments. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler. 


Mountain States Telephone & Telegraph Co. 
(1/29) 


Nov. 20 the directors approved a proposal to issue and 
sell $35,000,000 debentures. Proceeds — To repay bank 


loans and for construction program. Underwriter—To 
be determined by competifive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Morgan Stanley & Co.; Drexel & Co. and Dean Witter 
& Co. 
29. 


(jointly). Bids—Expected to be received on 


Jan. 





Mational Bank of Commerce, Memphis, Tenn. 
(1/9) 
Nov. 13 it was announced stockholders will vote Jan. 8 
on approving a proposal to offer 25,000 additional shares 
of capital stock on the basis of one share for each five 
shares held. Price—$40 per share. Underwriter—Left- 
wich & Ross, Memphis, Tenn. 


New England Electric System 

Jan. 3,.1956, it was announced company plans to merge 
its subsidiaries, Essex County Electric Co., Lowell Elec- 
tric Light Corp., Lawrence Electric Co., Haverhill Electric 
_o. and Amesbury Electric Light Co., into one company 
during» 1956. This would be followed by a $20,000,000 
first mortgage bond issue by the resultant company, the 
name.of which has not as yet been determined. Under- 
writer — May be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.: Kuhn, Loeb 
& Co.,Salomon Bros. & Hutzler, Eastman Dilion, Union 
Securities & Co. and Wood, Struthers & Co. (jointly); 
Lehman: Brothers; The First Beston Corp.; Equitable 
Securities Corp.; Merrill Lynch, Pie.ce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly). 
Offering—-Expected in first half of 1957. 


New England Power Co. 

Jan. 3, 1956, it was announced company plans to issue 
and seH $10,000,000 of first mortgage. bonds early in 
1957. Underwriters — To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co., Salomon Bros. & Hutzler, East- 
man Dillon, Union Securities & Co. and Wood, Struthers 
& Co. (jointly); Lehman Brothers; The First Boston 
Corp.; Equitable Securities Corp.; Merrill Lynch, Pierce, 
Fenner & Beane, Kidder, Peabody & Co. and White, 
Weld & Co. (jointly). 


New Jersey, Indiana & Illinois RR. (1/10) 
Bids are expected to be received by this company on 
Jan. 10 for the purchase from it of $1,400,000 equipment 
trust certificates. Probable bidders: Halsey, Stuart & 
Co. Inc.; Salomon Bros. & Hutzler. 


New Jersey Power & Light Co. 
Sept. 12 it was announced company plans to issue and . 
sell $5,000,000 of first mortgage bonds. Underwriter— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co.; Kuhn, Loeb & Co., Leh- 
man Brothers and Salomon Bros. & Hutzler (jointly); 
Eastman Dillon, Union Securities & Co. and White, Weld 
& Co. (jointly); Equitable Securities Corp.; The First 
Boston Corp.; Merrill Lynch, Pierce, Fenner & Beane. 


New. Orleans Public Service, Inc. 
Nov. 13, Edgar H. Dixon, President, announced that this 
company plans to issue and sell $6,000,000 of first mort- 
gage bonds. Proceeds—For construction program. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; White, Weld & 
Co.; Blair & Co. Incorporated; The First Boston Corp.; 
Equitable Securities Corp. and Eastman Dillon, Union 
Securities & Co. (jointly); Kuhn, Loeb & Co. and A. C. 
Allyn & Co. Inc. (jointly); Kidder, Peabody & Co. and 
Stone & Webster Securities Corp. (jointly); Lehman 
Brothers, Offering—Expected in March, 1957. 

New York, Chicago & St. Louis RR. 
Bids are expected to be received by the company in 
January or February for the purchase from it of ap- 
proximately $6,400,000 equipment trust certificates. 
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros, & Hutzler. 


New York State Electric & Gas Corp. 
Oct. 24 it was announced company plans to sell in the 
Spring of 1957, $25,000,000 of debt securities and an 
additional $20,000,000 in 1958. Proceeds — To finance 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stu- 
art & Co. Inc.; Kuhn, Loeb & Co.; Blyth & Co. Inc. and 
Smith, Barney & Co. (jointly); The First Boston Corp. 
and Glore, Forgan & Co. (jointly); Harriman Ripley & 
Co. Inc.; Kidder, Peabody & Co. and Salomon Bros. & 
Hutzler (jointly). 

Norfolk & Western Ry. (1/16) 
Bids are expected to be received by the company on or 
about Jan. 16 for the purchase from it of approximately 
$4,650,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 
* Ohio Edison Co. 
Dec: 2T company applied to the Ohio P. U. Commission 
for authority to issue and sell 580,613 additional shares 
oi common stock to its common stockholders at the rate 
of one ‘new share for each 10 sbares held at or about the 
end: of: January, 1957 (with an ®¥é@rsubscription priv- 
ilege)#Proceeds—For additional investment in common 
stock of Pennsylvania Power Co.,a-subsidiary, and for 
construction program. Underwriter — To be determined 
by competitive bidding. Probavle bidaaers: Wh.te, Wwesd 
& Co. “Lehman Brethers and Bear, Stearns & Co. 
(jointly); Merrill Lynch, Pierce, Fenner & Beane and 
Kidder, Peabody & Co. (jointly); Morgan Stanley & Co.; 
The First Boston Corp. 

Pacific Gas & Electric Co. (1/22) 
Dec. 5, the company announced it has tentative plans 
to issue*and sell $35,000,000 of first and refunding mort- 
gage bonds. Proceeds—For construction program. Un- 
derwriter—To be determined by competitive bidding. . 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & 
Co., Iné:; The First Boston Corp. Bids—To be received 
on Jan. 22. 


Pacific Northwest Power Co. 
Aug. 13° it was reported company plans to sell about $32,- 
000,000 of common stock f6 the organizing companies and 
that arrangements are expected to be made to borrow 
up to $60,000,008 on a revolving bank loan which will be 
reduced through the sale of bonds to institutional in- 
vestors as well as the general public. Proceeds—To pay, 







Volume 184 Number 5598...The Commercial ang-Financial Chronicle 


in part, for cost of new power project to cost an esti- 
«mated $217,400,000. 

Pennsylvania Electric Co. 
Sept. 12 it was announced company plans to issue and 
sell. $6,000,000 of first mortgage bonds. UnderwWriter— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. inc.; Merrill Lynch, Pierce, 
Fenner & Beane, Eastman Dillon, Union Securities & 
Co. and White, Weld & Co. (jointly); Equitable Securi- 
ties Corp.; The First Boston Corp.; Harriman Ripley & 
Co. Inc.: Kuhn, Loeb & Co. 


® Phillips Petroleum Co. (2/7) 

Dec. 17, K. S. Adams, Chairman of the Board, announced 
that the company plans to issue and sell about- $171,- 
000,000 of convertible subordinated debentures to stock- 
holders on the basis of $100 of debentures for each 20 
shares of common stock held about Feb. 7; with rights 
to expire on Feb. 25. Price—To be named later. rro- 
ceeds — To repay about $86,000,000 of short-term bank 
loans and for other corporate purposes. Underwriter— 
' The First Boston Corp., New York. Registration—Ex- 
pected about Jan. 16. 


Pittsburgh & Lake Erie RR. (1/24) 
Bids are expected to be received by this company on 
Jan. 24 for the purchase from it of $6,720,0:0 equipment 
trust certificates to be dated. Feb. 15, 1957 and to mature 
in 15 equal annual instalments to and including Feb. 15, 
1972. Probable bidders: Halsey, Stuart & Co. Inc.; Salo- 
mon Bros. & Hutzler. 


Public Service Co. of Colorado 
Oct. 8 it was reported company plans the issue and sale 
. of $30,000,000 first mortgage bonds. Preceeds—To repay 
bank loans and for new construction. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co. and 
White, Weld & Co. (jointly); The First Boston Corp.; 
Blyth & Co., Inc. and Smith, Barney & Co. (jointly); 
Lehman Brothers; Harriman Ripley & Co. Inc. Bids— 
Expected to be received early in 1957. 


Public Service Co. of Oklahoma (2/4) 
Dec. 10 it was reported company plans to issue and sell 
about $12.:000,000 of first mortgage bonds due 1987. Pro- 
ceeds—To repay bank loans and for new construction. 
Underwriter—To be determined by competitiv® bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co. and Eastman Dillon, Union Securities & Co. (joint- 
ly); Blyth & Co., Inc.; The First Boston Corp.; Equitable 
Securities Corp.; White, Weld & Co. and Shields & Co. 
jointly): Glore, Forgan & Co.; Salomon Bros. & Hutz- 
ler. Bids—Tentatively scheduled for Feb. 4. 

St. Louis-San Francisco Ry. 
Sept. 5 company offered not exceeding $61,600,000 of 
50-year income 5% debentures, series A, due Jan. 1, 2006, 
154,000 shares of common stock (no par), and cash 
equivalent to the unpaid portion of the preferred divi- 
dend which has been declared payable in 1956, in ex- 
change for its 616,000 shares of $100 par value 5% pre- 
ferred stock, series A, on the basis of $100 of deben- 
tures, one-quarter share of common stock and unpaid 
dividends of $2.50 per preferred share in exchange for 
each 5% preferred share. The offer will expire on Feb. 
25, 1957.. Dealer-Manager—Eastman Dillon, Union Secu- 
rities & Co., New York. Exchange Agent — The Chase 
Manhattan Bank, New York. 

Seiberling Rubber Co. 
Sept. 10 it was reported that the company plans long- 
term debt financing and/or isswance of additional com- 
mon stock. Proceeds—To redeem preferred stocks and 
for expansion program, etc. Underwriter — Probably 
Blair & Co. Incorporated, New York. 
® Socony Mobil Oil Co. (1/31) 
Nov. 27 it was announced the company plans early in 
1957 to offer additional capital stock to its stockholders 
on the basis of not more than one new share for each 
10 shares held as of about Jan. 30, 1957: rights to ex- 
pire about Feb. 19. (At Sept. 30, 1°56 there were out- 


. 
oe 


standing 43,727,585 shares). The financing may. also 
include an offering of debentures not exceeding $160,- 
000,000. Preceeds — For exploration and development 
costs and for plant expansion. Underwriter — Morgan 
Stanley & Co., New York. 


* Southern California Edison Co. (2/19) 
Dec. 27, E. R: Peterson, Financial Vice-President, an- 
nounced that the company plans to issue and sell $37,- 
500,000 first and refunding mortgage bonds. Preceeds— 
To help finance construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp. 
and Dean Witter & Co. (jointly); Blyth & Co., Inc.: 
Kuhn, Loeb & Co. Bids—Tentatively expected to be 
received on Feb. 19. 
* Southern Co. 
Dec. 24 it was reported company plans to issue and sell 
about 1,000,000 additional shares of common stock. Di- 
rectors to meet Jan. 17 to determine method of offering. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: The First Boston Corp.; Morgan Stan- 
ley & Co.; Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly); Lehman Brothers; 
kastman Dillon, Umion Securities, & Co. and Equitable 
Sccurities (jointly). 

Southern Indiana Gas & Electric Co. (1/22) 
Nov. 16 the company filed with the Indiana P. S. Com- 
mission an application for authority to issue and sell 
$5,000,000 30-year first mortgage bonds due 1987. Pro- 
ceeds—To repay bank loans and for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Kuhn, Loeb & Co. and Salo- 
mon Bros. & Hutzler (jointly); Blair & Co. Incorporated; 
Kidder, Peabody & Co.; Eastman, Dillon, Union Securi- 
ties & Co.; The First Boston Corp.; White, Weld & Co. 
and Shields & Co. (jointly). Bids—Tentatively ex- 
pected to be received on Jan. 22. 
®@ Southern Pacific Co. (1/3) 
Bids will be received by the company up to noon (EST) 
on Jan. 3 fer the purchase from it of $9,600,000 of equip- 
ment trust certificates, series WW, due in 15 equal au- 
nual installments. Probable bidders: Halsey, Stuart & 
Co. [nc.; Salomon Bros. & Hutzler. 
® Southern Ry. (1/8) 

Bids will be received by the company up to noon (EST 
on Jan. 8 for the purchase from it of $5,540,000 equip- 
ment trust certificates, series UU, to mature in 20 equal 
semi-annual installments. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Southwestern Gas & Electric Co. (1/22) 
Cec. 21 it was announced company plans to issue and 
sell $10,000,069 of first mortgage bonds due 1927. Proceeds 
—To repay approximately $6,000,000 of bank loans and 
for new construction. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp.; Salomon Bros. & 
Hutzler; Blyth & Co., Inc.; Lehman Brothers; Kuhn, 
Loeb & Co.; Merrill Lynch, Pierce, Fenner & Beane. 
Bids—Expected to be recei¥ed on Jan. 22. 
® Sylvania Electric Products, Inc. 
Dec. 13 it was reported coinpany planned to issue and 
seil $25,000,000 of subordinated debentures due 1987 
(with common stock purchase warrants). Proceeds— 
For expansion program. Underwriter—Paine, Webber, 
Jackson & Curtis, New York. Offering—Postponed in- 
definitely. 


Texam Oil Corp., San Antonio, Texas 
Oct. 1 it was announced that the 1,000,000 additional 
shares of common stock, recently authorized by the di- 
rectors, will provide the company with the additional 
working capital it will require for further expansion. 

Valley Natior-al Bank, Phoenix, Ariz. (1/15) 
Nov. 27 it was announced stockholders will vote Jan. 15, 
1957 on approving a proposal of the bank to offer to its 
commor stockholders of record Jan. 15, 1957 the right 
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to subscribe for 105,000 additional shares of common 
stock (par $5) on the basis of one new share for each 
12 shares held. Price—To be named tater. Proceeds—To 
increase capital and surplus. Underwriters—A syndicate 
of local and national investment houses whose identity 
will be made public at a future date. William R. Staats 
& Co. and Blyth & Co., Inc. underwrote rights offering 
in July, 1954. 


Wabash RR. (1/9) 
Bids are expected to be received by the company on 
Jan. 9 for the purchase from it of approximately 
$2,000,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Washington Gas Light Co. 

Dec. 12, Everett J. Boothby, President, announced that 
the company expects to raise about $8,000,000 through 
the sale of first mortgage bonds some time in 1957. Pro- 
ceeds—To repay bank loans amd for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Ine.; 
Blair & Co. Incorporated and Baxter & Co. (jointhy); 
Merrill Lynch, Pieree, Fenner & Beane and Stone & 
Webster Securities Corp. (jointly); Ktdder, Peabody «& 
Co.; Equitable Securities Corp.; Eastman Dillon, Union 
Securities & Co.; The First Boston Corp. 


West Penn Electric Co. 

Dec. 5 it was reported company plans to offer to its 
common stockholders in March, some additional common 
stock. Price — To be named by company (sufficient to 
raise about $11,000,000 or $12,000,000). Proceeds—For 
construction program and to repay bank loans. Under- 
writer—To be determined by-.competitive bidding. Prob- 
able bidders: Carl M. Loeb, Rhoades & Co.; The First 
Boston Corp. and W. C. Langley & Co. (jointly); Lehman 
Brothers and Goldman, Sachs & Co. (jointly). 


*% Western Light & Telephone Co., Inc. (1/22) 
Dec. 19, A. L. Mullergren, President, announced that 
the company plans to offer to its common stockholders 
of record Jan. 22, 1957, approximately 65,000 shares of 
convertible preferred stock (par $25) on the basis of 
one preferred share for each eight shares of common 
stock held. Underwriter—Dean Witter & Co., San Fran- 
cisco, Calif. 


Western Massachusetts Companies 

Dec. 17 it was reported company plans te issue and sell 
about $10,000,000 of first mortgage bonds in the Spring. 
Underwriter—To -be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable 
Securities Corp. and Lee Higginson Corp. (jointly ) ; 
Blyth & Co. Inc.; Blair & Co. Incorporated; Coffin & 
Burr, Inc.; The First Boston Corp. and White, Weld & 
Co. (jointly). 


Western Pennsylvania National Bank 
Nov. 13 it was reported Bank plans to offer to its steck- 
holders 132,812 additional shares of capital stock on a 
1-for-3 basis. Price—$30 per share. Proceeds—To in- 
crease capital and surplus. Office—McKeesport, Pa. 


Winters National Bank & Trust Co. (1/15) 
Dec. 3 it was announced Bank plans to offer to its stock- 
holders on or about Jan. 15 the right to subscribe for 
175,000 additional shares of capital stock on a 1-for-4 
basis; rights to expire on Jan. 30. Price—$22 per share, 
Underwriter—Greene & Ladd, Dayton, Ohio. 


Wrigley Properties, Inc. 

Dec. 6 it was announced this company, a newly formed 
subsidiary of ACF-Wrigley Stores, Inc., plans to offer 
its shares of capital stock for subscription by the latter’s 
stock, debenture and option holders, the offering to 
stockholders to be on the basis of one share of Proper- 
ties stock for each two shares of ACF-Wrigley. Proceeds 
—To develop locations principally for use by the parent 
company, which may include individual locations, ware- 
house sites and shopping centers. Underwriter—Allen 
& Co., New York. Registration—Expected shortly. 
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The atmosphere around the un- 
derwriting business was a bit 
more on the cheerful side as the 
year ended with the U. S. Govern- 


ment’s long term securities re- 
flecting the lifting of pressure and 
some show of interest in the buy- 
ing side. 

Steady shearing away of bids 
a fortnight ago had been disturb- 
ing even though it was recognized 
as largely a year-end develop- 
ment reflecting the temporary 
withdrawal of major investment 
interests from the scene. 

Some viewed the marking down 
of bids as in the nature of an ad- 
justment to the changes which 


months. In such circles, 
had been looked upon 
in that regard. 

Now that yield relationships 
are more nearly in keeping with 
what might be termed normal 
brackets, the market is viewed as 
being in better shape to meet the 
tasks that will be placed upon it 
as industry proceeds to seek part 
of the new capital it needs to carry 
on its program of expansion 
which is ahead. 

It may be that unless profit 
margins pick up in the months 
ahead many firms will have to 
seek a larger portion of such new 
capital in the money market, 
since it is probable there will be 
smaller balances remaining out of 
earnings for such purposes. 

The corporate market, including 
recent new issues, it is interesting 
to note, closed the old year on a 
slightly firmer basis which could 
augur well for the tasks ahead. 


Treasury’s 
as lagging 


Seldom has even the final week 
of a given year wound up with 
such an air of quiet as marks the 
current period. 

The only piece of financing in 
prospect is Chesapeake & Ohio 
Rwy’s $4,200,000 of equipment 
trust certificates on which the 
big coal carrier is scheduled to 
open bids today. 

Reason for the veritable dearth 
of new offerings is not difficult 
to find. On the contrary, most 
companies for one thing, probably 
would like to get their latest earn- 
ings in any new registration state- 
ment or amendment. And again, 
major institutional investors have 
had their books closed down and 
are only now opening up the new 
ledgers. 

Opening 1957 

Among the issues expected in 
the first week of the new year 
are two offerings for Scovill Man- 
ufacturing Co., one representing a 
$10,000,000 debenture issue, the 
other constituting a rights offer- 
ing to holders of outstanding 


holders of Hawaiian Pineapple Co. 
will be offered an opportunity to 
add to their holdings through the 
exercise of rights. 

In the competitive bidding field, 
investment bankers will submit 
offers for an issue of $9,600,000 
Southern Pacific Co. equipment 
trust certificates. 


Also on tap for the opening 
week will be a combined offering 
of debentures and common stock 
on. behalf of the Prince Marine 
Drilling and Exploration Co. 


Looking Ahead 


The second week “of the -new 
year will bring quite a turnabout 
in the situation, with a number of 
corporate issuer slated to come 
into the market for funds. Largest 
in the list is Aluminum Co. of 
America’s $125 million of deben- 
tures being marketed by the nego- 
tiated route. 

New England Telephone & 
Telegraph will open bids for $35 
million of debentures and Stand- 
ard Oil Co., through bankers, will 


turés. Pacific Power & Light has 
$20 million of bonds up for bids 
while Idaho Power Co. is asking 
bids on a Similar amount of bonds. 

Debenture underwritings will 
be made on behalf of Sears, Roe- 
buck Acceptance Corp.; Niagara 
Mohawk Power Corp.; Interstate 
Oil Pipe Line Co.; and Riegel Tex- 
tile Corp. 

Meanwhile a number of equity 
undertakings also are ready to:go, 
topped by Armco Steel’s 1,092,925 
shares of additional common to 
be offerea on “rights.” IDllimois 
Power Co. has an issue of 200,000 
shares of additional common °on 
schedule. 

Moreover, the World Bank is 
slated to enter the market in the 
near future via an underwriting 
of $100 million bonds. 


Schwabacher Adds 
(Special to THe FINANCIAL CHRONICLE) 
SANTA BARBARA, Calif. 
Donald L. Balch has become con- 
nected with Schwabacher & Geée., 
930 State Street. 


—— 





Merrill Griswold. 
Industry Leader. 
Plans to Retire 


Merrill Griswold will retire 
chairman of the advisory board 
of Massachusetts Investors Trusi 
on Dec. 31, it was announced. 

Mr. Griswold became a 
of M. I. T. in 1925 and was namei 
chairman of the trustees in 1932. 
He held that position until the 
close of 1953 when he assumed his 
present position. In retirement 
Mr. Griswold will continue to 
serve M. I. T. on a consulting 
basis as honorary chairman of the 
advisory board. 


as 


trustec 


He played a major role in aid- 
drafting the In- 
Act of 1940. 
1 1936 he was one of the leaders 
in the effort led to the 
l‘ederal tax legislation whereby 
investment 
subject 
rovided all 
istributed to shareholders. 

On Sept. 30, M. I. T. had total 
ret assets of $1,037,626,857. There 
were 150,885 shareholders. 
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Are YOU 
Interested In 
Investing In 
National Growth Stocks 
Series? 


National Growth Stocks Series is 
a common stock mutual invest- 
ment fund providing a supervised 
investment in securities scleeted 
for possible long-term crowth of 
capital with special consideration 
given to corporations actively en- 
gaged in newer scientific develop- 
ments and technologies. Prospec- 
tus and other information may be 
obtained from your investment 
dealer or: 


National Securities & 


Research Corporation 
Established 1930 
120 Broadway, New York 5, New York 
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Massachusetts Life Fund ts 
paying « dividend of 46 cents 
per share from net investment 
income for the quarter ending 
December 31, 1956. 

A distribution of 71 cents 
per share from realized capi- 
tal gains is also being made 
by the Fund 

The dividend from income 
and the capital gains distribu- 
tion are both payable Decem- 
ber 24, 1956 to holders of 
trust certificates of record at 
the close of business December 


20, 1956 
Massachiusells Hospital Li “if 2 | 


Cy yr 
Grnistrance Ce mprany, Trustee 
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By ROBERT R. RICH 





M.LT. Growth 
Fund Breaks 
Previous Records 


Stock Fund surpassed all previous 
records 
ended 
55% 

shareholders, 
fund’s 24th annual report. 








Keystone Forecasts Expanding Boom 


Steadily rising expenditures for industrial and public con- 
struction and for automobiles will produce modest growth in the 
nation’s economy for.the first six months of 1957, according to the 
annual forecast by the economics department of Keystone Cus- 
todian Funds. 

A special review 


of the money market is featured in the 
Kevstone report. 


After explaining the causes of the present tight 
money situation, the report states that sufficient credit will be 
available for legitimate financial requirements even though the 
demand for funds is likely to continue to exceed the supply of 
savings as long as our economy is expanding. 

Another feature of the report is a statistical presentation of 
financial and economic indices showing their prewar average, te 
figures at various stages of the last aecade, the present ratings, 
and the percent of change from the prewar picture to current 
CCcOoOnomy. 


Assuming no major war, Keystone economists predict that 
Gross National Product wil! rise $15 billion to a new high of $427 
billion, thus making substantial progress toward the $565 billion 
objective envisioned by President Eisenhower for 1965. 

The Keystone experts forecast the following increases over 
1956 figures for other key business indicators: National income, 
up $15 billicn to $359 billion; personal spending, up $12 billion 
to $278 billion: defense spending, up $2 billion to $43 billion; 
corporate profits, up $0.4 billion to $21.7 billion; corporate divi- 
dends, up $0.1 billion to $12.3 billion; and retail auto sales, up 
500,0C0 units to 6.8 million. 

As in 1956, selectivity will again be the pattern for investors. 
Daily evatuation of the events abroad and a close study of domestic 
industrial trends will dictate the success of investments in 1957, 
accorcing to the report. 

Among tre specific reasons cited as indicating an increasing 
demand for money over the long term are the following: the 
growth of research expenditures from $1 billion to $5 billion in 
the last decade, resulting in new technologies and products that 
must be financed in part out of new capital; the huge backlog of 
demand fcr public constructicn; the continued expansion of the 
population and of the civilian labor force, and the steadily im- 
proving standard of living. 

Despite the tight money situation, Keystone economists think 
that a combination of the Federal Reserve Board’s credit policies 
and supporting action by other governmental agencies and the 
financiat and business world will provide sufficient credit for all 
legitimate financial requirements. 


ago the portfolio contained the 
common stocks of 58 companies in 
18 industries. 

On Nov. 30, 1956 the fund had 
17 stocks in its portfolio which 
were not held as of Nov. 30, 1955: 
Zurroughs Corporation: Wells 
Fargo Bank; Union Carbide & 


Massachusetts Investors Growth 
for growth in the year 
Nov. 30, 1956, including a 
increase in the number of 
according to the 


Ce.; Continental Assurance Co.: 
Continental Casualty Co.; Union 
Oil & Gas Corp. of La.: Gulf Oil 
Corp.: Halliburton Oil Well Ce- 


industries, the report said. A year 


Carbon Corp.; Caterpillar Tractor 


Total net assets were $103,641,- 
791, with 10,201,034 shares out- 
standing, compared with $77.092.- 
340 in assets and 8,258,316 shares 
outstanding a vear ago. 

The number of shareholders in- 
creased to 32,570, including 14,281 
or 44° of the total, who used the 
fund’s cumulative investment pro- 
gram to acquire additional shares 
ona regular basis. The total num- 
ber of shareholders compares with 
20.962 a vear ago. 

The net asset value 
on Nov. 30, 1956 was $10.16 per 
share, also a record high. To- 
gether with a capital gain distri- 
hution of 50 cents paid this month, 
the vear-end asset value amounted 
to $10.66 compared with $9.34 a 
year ago. 

At vear end the fund held com- 
mon stocks in 71 companies in 25 


per share 


menting Co.; J. Ray McDermott 
Co.; Welex Jet Services, Inc.: 
Monterey Oil Company; Gillette 
Company; Outboard Marine Corp.: 
American Airlines; Eastern Air- 
lines, and Pan American World 
Airways. 


Financial Industrial Fund, Ine. 
total net assets increased during 
the recent quarterly period to a 
level exceeding that reported at 
the end of any previous quarter. 
The total net assets of $61.9 million 
at Nov. 30, 1956, represented an 
increase of $16.0 million over the 
$45.9 million a year earlier—an 
increase of 34% for the 12-month 
period. 

The report to shareholders 
showed that as of Nov. 30, 1956, 
Financial Incustrial Fund, Inc. 
held investments in the securities 
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of 104 leading companies reprec- 
sented in 18 major industry clas- 
sifications and concentrated in 
such growth industries as chemi- 
cals, 15.7% of total assets: indus- 
trial and business equipment, 
13.5%; oil and natural gas, 13.4%: 
and electronics and electrical 
equipment, 7.7%. 

During the recent quarter, the 
Fund’s management continued to 
express its confidence in the long- 
term growth potential in the 
chemical industry by purchasing 
additional shares of the following 
chemical companies: Air Reduc- 
tion Company, Allied Chemical & 
Dye Corporation, Food Machinery 
& Chemical Corporation, Interna- 
tional Minerals & Chemical Cor- 
poration, Monsanto Chemical Com- 
pany, Olin Mathieson Chemical 
Corporation and Spencer Chemi- 
cal Corporation. 


Knergy Fund 
Sees For Future 
Record Growth 


Future energy production and 
consumption, a somewhat amazii¢g 
prediction of inevitable growth 
during the next 15 years, rang ng 
from a tripling of use of electric 
power, to nuclear power plants 
capable of producing 12 million 
kilowatts, has been highlighted in 
the 1956 annual report of Encrgy 
Fund Incorporated, an open-end 
investment company of the “no- 
load” type specializing in energy 
industries, and managed and dis- 
tributed by Ralph E. Samuel & 
Co. of New York. 

Of all of the exciting happen- 
ings of the 20th century, none is 
more dramatic or impressive than 
the amazing development of en- 
ergy from our natural resources, 
the fund states. 

During the last 50 vears in the 
U. S. A. our” population 
slightly more than doubled. 
Meanwhile, we use more than 
eight times as inuch power trom 
coal, petroleum, natural gas and 
electricity as we used in 1906. In 
the last quarter of a century our 
production of energy in all its 
forms has grown faster than just 
about any other phase of Ameri- 
can industrial activity. 

The following 25-year 
comparison illustrates the 

Between 1930 and 1955: 

U. S. automobile production in- 
creased 181°; U. S. steel produc- 
tion increased 162‘, ; total U. S. 
production increased 183%. 

For the same period, the encrgy 
industries show the = following 
gains: 

U. S. electric power consump- 
tion increased 542%; U.S. naturat 
gas consumption increased 339%: 
U. S. petroleum consumption in- 
creased 233%: European _ petro- 
leum consumption increased 
(1947-1955) 170%. 

In addition, by 1860 U. S. nu- 
clear energy plants will have an 
installed generating capacity 
totaling about one million kilo- 
watts, a source that, of cours:, 
was unknown in 1930. 

“It is no exaggeration,” says 
Ralph FE. Samuel, President of 
Energy Fund, “that we have been 
living through an energy revolu- 
tion, and there is every indica- 
tion that expansion in enerey use 
must inevitably continue for years 
on end.” 

The Energy Fund rerort adds 
that by 1970 it is believed that 
the United States nuclear ener zv 
plants will have an instal'ed, gen- 
erating cavacity of more than 12 
millicn kilowatts. 


has 


period 
point. 


With Marache, Dofflemyre 


(Special to THe FiInawciaL CHRONICLE) 


LOS ANGELES, Calif.—Char'es 
F. Coates has been added to the 
staff of Marache, Dofflemvre & 
Co., 634 South Spring Street, 
members of the Los Angeles 
Stock Exchange. 


Tiny Radio Sphere 
To Telegraph 
Outer Space News 


A small, 21-pound sphere with 
a 13-ounce radio transmitter for 
its heart, will soon unravel some 
of the mysteries of outer space 
which long have defied man in his 
quest for interstellar information, 
according to the December issue 
of “Atomic Activities,’ published 
by National Securities & Research 
Corporation, which sponsors and 
manages the National Securities 
Series of mutual funds with assets 
of nearly $300,000,000. 

The first man-made moon or 
satellite, to be rocketed at the 
rate of 25,000 feet per second to 
its orbit some 300 miles from the 
earth’s surface during the Inter- 
national Geophysical Year in 1957, 
is expected to provide answers to 
such basic questions as the nature 
of electromagnetic and corpuscu- 
lar radiation, the mechanics of the 
solar system and solar energy 
transmission. 

The tiny radio transmitter, a 
miracle of electronics, is capable 
of transmitting a variety of in- 
formation for more than 4,000 
miles, Robert Colton, manager of 
the corporation’s Atomic & Elec- 
tronics Division, stated. He added 
that in its probing of outer space 
phenomena, the. transmitter will 
also relay to observers stationed 
on earth such additional informa- 
tion as the size, density and effect 
of meteorites and the range of 
temperatures. 

“The problems associated with 
the satellite design,” Mr. Colton 
suid, “are no less formidable than 
the problem of placing the satel- 
lite in its orbit and, after careful 
consideration of several alterna- 
tives, a three-stage rocket was 
chosen for this job.” 

Mr. Cotton described the mis- 
sile as being shaped like a giant 
30-30 rifle cartridge, 72 feet long 
and nearly four feet at its great- 
est diameter. 

“The first two stages of the 
rocket, propelled with liquid fuels 
fed to. the combustion motor by 
turbine-driven pumps,” he said, 
“are controlled by. sensitive in- 
ertial guidance equipment.” “Fo-. 
gether,” he explained, “they raise 
the third stage almost.to adesired 
height of 300 miles, tilting slightly 
eastward toward: the end of their 
trajectory.” 

During the third. stage, he 
added,-a sohd propeHant imparts 
to -the~ satellite the tangential 
velocity necessary for orbiting. 

When it reaches orbital velocity, 
this third stage will in itself be- 
come a satellite, after it has eject- 
ect the spherical, man-made moon, 
Mr. Colton pointed out, adding 
“but unlike its instrumented pas- 
senger, it will have no means of 
transmitting vital outer-space in- 
formation to observers on earth.” 


Wellington’s District 


Representatives Meet 

The annual meeting of district 
representatives of Wellington 
Fund was held in Philadelphia 
Dec 17 through Dec. 20. Accord- 
ing to A. J. Wilkins, Vice-Presi- 
dent in charge of national 
distribution, the meeting was one 
of the most productive in the 28- 
year history of the fund. 

District representatives from all 
sales territories in the countrys 
came to Wellington’s Philadelphia 
headquarters where they met in 
formal sessions with more tnan 
a score of Wellington officials and 
discussed all phases of the fund’s 
operations and its plans and 
aims for the coming year. 

Mr. Wilkins, who presided at 
the meetings, pointed out. that 
this year’s sessions had particular 
significance in view of Welling- 
ton’s record sales of some $100,- 
000,000 through independent in- 
vestment firms throughout the 
country. 














Continued from page 3 


Volume 184 Number 5598...The Commercial and Financial Chronicle 


Immediate and Intermediate 
Future Business Prospect 


dominate the American financial 
scene. 

Since World War II, business 
corporations have been financing 
their needs for funds chiefly from 
internal sources, that is, deprecia- 
tion allowances and retained prof- 
its. As plant, equipment and in- 
ventory spending mounts, 
however, this becomes less and 
less feasible; especially if, as now, 
retained corporate profits show a 
declining tendency due in part to 
higher dividend payments. 

In the first half of this year, the 
Department of Commerce. reports, 
industry’s investment. expendi- 
tures have exceeded the flow of 
funds from depreciation and re- 
tained profits by a much wider 
margin than in 1955. 

As a cormsequence, total bank 
loans to corporate business ex- 
panded in the first half of this 
year by $3.6 billion—a six months’ 
peak for the past five years; and 
bond financing was at a near- 
record level. Corporation holdings 
of cash and U. S. Government se- 
curities were reduced by almost 
$8 billion, a six months’ reduction 
exceeding by far anything ex- 
perienced in the preceding four 
years. The liquidity ratio of all 
business corporations, which is 
the ratio of cash and government 
securities held to current liabili- 
ties, declined from 54% at the end 
of last year to 48% at the end of 
June, 1956. 

It is clear that American busi- 
ness, in order to carry out the 
huge expansion program upon 
which it is now: embarked, will 
have to rely increasingly upon 
borrowed money. Net cash inflow 
is diminishing. Liquid resources 
have been reduced to a point 
where cash and government se- 
curity holdings cannot pe cut 
back much more. Equity financ- 
ing tends to become more difficult 
since the long rise of the stock 
market has ended, at least for the 
time being. Moreover, many in- 
vestors are realizing profits on 
stocks to reinvest the proceeds in 
the higher yielding corporation 
bonds and tax-exempt securities 
that are now available to them. 
The flattening out of the trend of 
corporate profits makes it doubt- 
ful that dividends will be further 
increased in the near future suf- 
ficiently to offset the more attrac- 
tive current return offered by 
ponds. 

The Credit Squeeze 

The sharp upturn in business 
borowing that has taken place 
has been superimposed upon a 
very heavy demand for mortgage 
money to finance home building. 
The mortgage debt on all proper- 
ties is increasing at the rate of 
some $15 billion per annum at the 
present time. Corporate and mu- 
nicipal borrowers are increasing 
their long-term debt at a rate of 
over $10 billion yearly. 

The trend of business borrow- 
ing will inexorably continue up- 
ward in the period immediately 
ahead, while the demand. for 
funds for commercial and indus- 
trial construction and for public 
works will swell total demands. 
Along with this, world tensions 
give rise to the prospect that de- 
fense spending will again expand. 

The supply of savings available 
to satisfy the demand for mort- 
gage loans, and for business and 
other borrowing is relatively 
stable. Institutions receiving these 
savings such as banks, insurance 
companies, savings and loan asso- 
ciations and pension funds have 
some $20 billion of new funds to 
invest annually. The volume of 
such new savings increases rela- 
tively little from year to year. 

Moreover, limited investment 
powers or objectives of certain of 





these thrift institutions deprive 
savings they receive of some of 
their flexibility. For example, no 
matter how much a_ balanced 
economy at a given time may re- 
quire savings to be invested in 
other fields, the vast sums of new 
savings received, mortgage repay- 
ments collected and additional 
amounts borrowed by savings and 
loan associations flow into home 
financing exclusively, except in 
wartime when home building ac- 
tivity is halted. In contrast, mu- 
tual life insurance companies and 
mutual savings banks have a large 
measure of flexibility in channel- 
ing new savings and other sums 
collected into areas where they 
are needed at the time. 

The supply of savings is not ex- 
parding materially to satisfy cur- 
rent heavy demands. Borrower 
competition is keen for these sav- 
ings, which not only are inade- 
quate in total but are in large 
proportion rigidly committed to 
certain classes of borrowers. 
Would-be borrowers are turning 
to the commercial banks in great- 
er numbers. However, the Fed- 
eral Reserve authorities do not 
want the banks to expand their 
total loans and investments, and 
thereby their deposits, on any 
large scale because of the infla- 
tionary consequences they fear 
will follow. Hence, the monetary 
authorities have taken steps to 
limit bank reserves in order to 
check expansion of loans. In ef- 
fect, the commercial banks have 
had to ration credit, since they 
are not in position to expand the 
supply of loanable funds to any- 
thing like the extent needed to 


satisfy the enormous demands 
that are now being made upon 
them. 


The origin of the credit squeeze 
from which the economy now 
suffers, in other words, is an in- 
crease in the demand for invest- 
ment funds that far exceeds the 
supply of savings, and a deter- 
mination by the monetary author- 
ities that the shortage of savings 
shall not be corrected by expan- 
sion of bank credit. The argument 
advanced by the Federal Reserve 
authorities is that, with steel and 
other key materials in short sup- 
ply, no good purpose would be 
served by expanding bank loans 
to satisfy all demands. This would 
merely provide borrowers with 
the wherewithal to bid for scarce 
supplies of materials and labor 
with more dollars, lifting com- 
modity prices and wages without 
adding to the volume of goods 
available. 


The Outlook for the Economy 

The prospect for the immediate 
future is that the basic current 
economic trends will persist. 
There is no evidence that business 
capital spending will be cut back 
materially within the next few 
months or so. Despite the shortage 
of funds, mortgage debt continues 
to mount. Potential expenditures 
for public works are very great. 
In addition, the world tensions are 
sure to induce even higher de- 
fense spending next vear 

However, current conditions 
could be changed in time by any 
one of three developments, bar- 
ring a major war or other similar 
international catastrophe. 

These are: 

(1) A contraction of business 
plant and equipment spending, 
because many industries will find 
they are acquiring excess capac- 
ity, because profits fail to keep 
pace with expanding investment, 
ocr because financing of expansion 
becomes too dificult or burden- 
some. 

(2) A sharp reduction in home 
building, because of rising con- 


struction costs and financing dif- 






ficulties. This would lessen the 
supply of home mortgages and so 
relieve the shortage of savings by 
cutting back the chief single 
source of demand for borrowed 
funds, namely, home building. 

(3) A. further tightening of 
credit and rise of interest rates. 
This could discourage borrowing 
by business, mortgage borrowers 
and consumers, and _ so _ bring 
about an over-all reduction in de- 
mand that could result in a gen- 
eral economic recession. 

Any of these developments, by 
causing a recession in a large part 
or all of the economy, would 
precipitate a prompt modification 
of Federal Reserve policy in the 
direction of easier money. This 
would mean a relaxation of the 
credit squeeze, a decline in inter- 
est rates and greater availability 
of funds. 

Once the trend of the economy 
turns downward, however, past 
experience indicates that the 
recession could go considerably 
further and last longer than many 
anticipate at this time of booming 
business and prevalent optimism. 
A return to easy money may not 
suffice to check a recession this 
time, as it did in 1953 and 1954. 

Contra-cyclical measures tor 
coping with a business recession, 
with one notable exception, have 
been put to no real test. This 
noteworthy exception consists of 
the stimuli applied to home build- 
ing to sustain employment and 
otherwise counteract a contraction 
of the economy. 

So long as the Federal Reserve 
authorities deem it necessary to 
keep a tight rein on credit to 
resist inflationary hazards, it is 
reasonable to expect that other 
agencies will refrain from apply- 
ing the special stimuli that wouid 
foster higher levels of home 
building, especially in view of the 
fact that a goodly share of savinys 
are already institutionally com- 
mitted to housing. In these cir- 
cumstances we may anticipate 
that home building will become 
dominant again in the financial 
scene when cutbacks in plant and 
equipment spending make a high 
level of home building desirable 
to sustain prosperity. 


The Pharmaceutical Industry 

The financial scene today is one 
of a business capital spending 
boom and a severe credit squeeze. 
A cutback in business outlays for 
plant and equipment will follow 
sooner or later. The prospect of 
a business recession must be en- 
visioned in the financial scene of 
tomorrow, together with measures 
that may be invoked to sustain 
prosperity or to prevent recession 
from turning into depression. 
Against this as a background, let 
us consider now the financial out- 
look for the pharmaceutical in- 
dustry. 

The pharmaceutical industry, 
experience has demonstrated re- 
peatedly, is less affected by fluc- 
tuations in the general economy 


than most other industries. In- 
ternal competitive conditions in 
your industry and _= individual 


product developments often prove 
far more important than changes 
in over-all business activity in 
shaping the course of sales and 
profits of pharmaceutical manu- 
facturers. 

At the same time, it is well to 
remember that it is easier to ex- 
pand sales and secure remunera- 
tive prices for your products 
when employment and personal 
incomes are high, and when peo- 
ple are not seeking to economize 
in their personal spending. Hence, 
should the current boom, sparked 
as it is by business plant and 
equipment spending, be followed 
after six months or a year by a 
recession caused by reduced ex- 
penditures upon plant or for home 
building, the pharmaceutical in- 
dustry could be affected adversely. 

Financing Expansion 

A more immediate and pressing 
problem facing the pharmaceuti- 
cal industry. like many others, is 


the extent to which plant and 
equipment expansion programs 
should be pushed at this time. Ac- 
cording to McGraw-Hill, drug 
capital spending this year is 
scheduled to be 39% larger than 
in 1955, which exceeds the 30% 
increase in planned spending in 
1956 for new plants and equip- 
ment for all business. 


The industry is fortunate in 
that a considerable part of the 
outlays for future expansion takes 
the form of research and product 
development that can be charged 
off against current taxable in- 
come. In a period of high income 
taxation, this is a great advan- 
tage. The record has amply dem- 
onstrated that well planned and 
efficiently conducted research 
programs pay off very hand- 
somely, and there is nothing in 
the outlook that calls for a con- 
traction of such programs. 

The case is not so clear for 
further plant and equipment ex- 
pansion programs, particularly 
where there are doubts about the 
future demand for the products 
to be manufactured by these 
facilities. 

Corporate profits in the aggre- 
gate this year are showing only a 
small rise over the 1955 total, de- 
spite the record volume of ex- 
penditures for plant and equip- 
ment expansion programs that 
have been carried out. This calls 
for a critical reconsideration of 
current spending programs espe- 
cially in the industries where 
profits do not keep pace with ex- 
panding investment. 

It may be that, confronted with 
rising wages and costs, and fear- 
ing less favorable tax treatment 
in the future, while recalling the 
favorable experience of those 
companies which have expanded 
capacity in the past decade and a 
half, some business managements 
are being stampeded into embark- 
ing upon ambitious expansion 
programs without full considera- 
tion of the difficulties or pitfalls. 
Projections of sales and profits 
based upon the expansion plans of 
one company may not be vealized 
where the other companies in the 
industry have ambitious expan- 
sion plans of their own. Realiza- 
tion of a number of expansion 
programs together could result in 
saturation of markets and 
production. 

Even more questionable is the 
adoption of expansion programs 
without giving adequate thought 
to the difficulties and increased 
cost of financing under existing 
conditions. There is reason to be- 
lieve that financing difficulties 
are being given too little weight 
in some instances. Borrowings of 
25 representative member com- 
panies of the pharmaceutical as- 
sociation increased from $680 mil- 
lion to $747 million during 1955, 
and a much sharper increase is 
likely this year. Yet these 25 com- 
panies had a combined liquidity 
ratio, of cash and marketable se- 
curities to current liabilities, of 
94% at the end of 1955, down 
from 105° at the end of 1954. The 
liquidity ratio is probably ma- 
terially lower today. 

The stark fact is that 
demands currently being 
upon the capital market simply 
cannot be satisfied. Unless aggre- 
gate borrowing requirements are 
the credit stringency 
could become more acute and in- 
terest could still 
further. This could make it neces- 
sary for a growing number of 
companies, particularly the small- 
er concerns and others whose 
credit is not the strongest, to ac- 
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cept burdensome terms of finane- 
ing, or to impair their liquidity 
to a dangerous extent by using up 
liquid resources on hand. 


A Time to Stop, Look and Listen 


The prophecies of gloom that 
have been uttered in recent years 
have so far proved exaggerated 
or unjustified. The American 
economy has proved remarkably 
strong. and robust. But every 
economy, however strong for the 
long run, is exposed to periods of 
recession and readjustment where 
maladjustments or strains 
develop. 

The effort to effect a volume 
of investment that is far in excess 
of the volume of savings available 
to finance it, and the determina- 
tion of the banking authorities to 
prevent an inflationary expansion 
of bank credit to fill the savings 
gap that has made its appearance 
in consequence, reflect maladjust- 
ments and give rise to strains that 
are now manifested by a severe 
credit stringency and rising in- 
terest rates. Unless these malad- 
justments are corrected, the credit 
stringency could become even 
more severe. The mere prospect 
of such a development clouds the 
intermediate outlook both for the 
economy as a whole and for in- 
dividual industries that are count- 
ing upon steady gain in sales and 
profits, including such well- 
situated industries as pharma- 
ceutical manufacturing which 
would be affected to only a 
limited extent by a business re- 
cession. 

The need is essential for man- 
agements to reconsider their in- 
dividual company plant and 
equipment expansion programs in 
view of the clouds on the eco- 
nomic horizon and of the prospect 
that industry profits may not keep 
pace with expanding investment. 
Moreover there should be a full 
realization that financing of such 
programs could become even 


more difficult, costly and bur- 
densome in the period directly 
ahead. 


If the current boom in business 
capital spending is going to reach 
its culmination and be followed 
by contraction in the coming 
year or so, there is a case to be 
made for a company’s reconsider- 
ing its plant expansion program 
so as to spread the outlays over 
a longer period, In that event, it 
is quite possible that business 
financing may be effected more 
readily and on considerably more 
advantageous terms. Furthermore, 
expansion of investment wiil be 
kept more in line with the trend 
of profits. Finally the cost of ac- 
quisition of the new capacity may 
be lower than anticipated because 
competition for scarce labor and 
equipment will become less acute 
once business generally cuts back 
its capital expenditures. 


a 


This is a time for business man- 
agement to step, look and listen. 
It is a time to reconsider new 
plant and equipment programs, 
particularly where they require 
outside financing, in the light of 
the uncertainties on the economic 
horizon. It is not a time to pro- 
ceed with programs 
mainly because competitors and 
so many other corporations. are 
doing so. * 
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Indications of Current 


Business Activity 


INSTITUTE: 
of capacity) — 


AMERICAN IRON AND STEEL 

ndicated steel operations (percent 
Equivalent to 

Steel ingots and castings (net tons) — 


AMERICAN PETROLEUM INSTITUTE: 
Crude oi] and condensate output—daily average (bbls. of 
42 galloms each) . Pian at ipincie te eee 
Crude runs to stills—daily average (bblis.) 
Gasoline output (bbis.)—__- 
Kerosene output (bbls.)_- _ 
Distillate fuel oi] output (bbis.)_.__..--__- aE SE ie ‘ 
Residual fuel oil output (bbis.)_.-----------~ oa -—=—-Dee. 
Stocks at refineries, butk terminals, in transit, in pipe lines— 
Finished and unfinished pannel (bbis.) at 
Kerosene (bbis.) at_ a " 
Distillate. fuel oil (bbls.) at_ 
Residual fuel of] (bbls.) at 
ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded: (number of cars) 
Revenue fretght received from connections (no. 
CIVIL ENGINEERING CONSTRUCTION —~ ENGINEERING 
NEWS-RECORD: _ 
Total U. S. construction_ 
Private construction 
Public construction _____ 
State and municipal____-_- 
Federal __ 


COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (tons) 
Pennsylvania anthracite (tons)-_________ 
DEPARTMENT STORE SALES $ INDEX—FEDERAL RESERVE 
SYSTEM—1947-49 AVERAGE = 100 
EDISON ELECTRIC INSTITUTE: 


siden sania RO 


of cars)—Dec. 


ne | 


er GI a) I on wre tr wr re cece ew Dec. 2 


FAILURES (COMMERCIAL AND 
BRADSTREET, INC 


IRON AGE COMPOSITE PRICES: 


INDUSTRIAL) — DUN & 


I i ae salesmen anaes anenenareome Dec. 


Pig iron (per gross ton) : 
Scrap steel (per gross ton) 


METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at___-_ 
PI MII ON i iceman tenn nen 
ine Clow Terk) at... .—.... 
Lead (St. Louis) at 
tZinc (delivered) at 
Zine (East St. Louis) at 
Aluminum (primary pig. 
Straits tin (New York) at 
MOODY’S BOND PRICES DAILY AVERAGES: 
U. S. Government Bonds__-_- 
Average corporate ____-- 


Railroad Group 
Public Utilities Group 
Industrials Group 
MOODY’S BOND YIELD DAILY AVERAGES: 
Rr ea ee i ie ee euitianes enw me enchinenenenepanenen erent 
Average corporate 


Railroad Group 
Public Utilities Group 


pg EE ¢ ee ee eee ee ne Dec. 2 


MOODY’S COMMODITY INDEX 
NATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons) 
Production (tons) 
Percentage of activity______ 
Unfilled orders (tons) at end of period 


OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
1949 AVERAGE = 100 


STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases)—t 
Number of shares___ 
Dollar value _ Ae eed ey 

Odd-lot purchases “by “dealers (customers’ “sales )— 
Number of orders—Customers’ total sales 

Customers’ short sales 
Customers’ other sales___ 
Dollar value 

Round-lot 


sales by dealers— 
Number of shares—Total sales 
Short sales __ 
Other sales _ pee ae SS 
Round-lot purchases by dealers— 
Number 
TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK 
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 
FOR ACCOUNT OF MEMBERS (SHARES): 
Total round-lot sales— 
Short sales 
Other sales 
Total sales 


ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 
Transactions of specialists in stocks in which registered— 
Total purchases 
Short sales 
Other sales 
Total sales 
Other transactions initiated on the floor— 
Total purchases 
Short sales 
Other sales 
Total sales 


Total een 
Short sales 
Other sales 

Total sales 


Total purchases 


a 
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Other sales 


>, ih ee eee a ee i ee in: NLT Re Dec. 


WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF 
LABOR — (1947-49 == = 100): 
Commodity Group— 
All commodities 


Dec. 


BE A LE Sn, = ieee earn Dec. 


>. 18 


18 


18 
.18 


c. 18 


Latest 
Week 
96.3 


2,370,000 


,355,150 
000,000 
,066,000 
2,418,900 
3,602,060 
,26C,600 


,037,000 
32,418,000 
39,610,000 
43,145,000 


716.652 
663,706 


5,571,000 
,067,000 
,504,000 
5,082,000 

3 ,422,000 


10,660,000 
628,000 


260 
2,225,000 
214 


5.622¢ 
$63.04 
$64.50 


35.700c 
33.€25¢ 
16.000c 
15.890c 
14.000c 
13.560c 
25.000c 
102.750c 


88.11 
$3.92 
99.52 
98.09 
96.23 
90.34 
94.56 
97.00 
96.38 
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249,212 
281,369 

95 
416,158 


110.13 


1,303,670 
$68,215,531 


974,831 
13,149 
961,682 
$46,675,229 


236,820 
236,820 


557,640 


665,510 
11,230,140 
11,396,650 


1,640,480 

320,020 
1,236,870 
1,556,890 


323,200 

58,600 
278,980 
337,580 


516,236 

99,320 
613,648 
712,968 


2,479,916 
477,940 
129,498 

,607,438 


116.1 
87.7 
102.8 
78.4 
124.7 
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The following statistical tabulations cover production and other figures for the 
latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, ia cases of quotations, are as of that date: 


Previous 
Week 


*10,640,000 
609,000 


*227 
12,220,000 
249 


5.€22c 
$63.04 
$05.17 


35.700c 
34.250c¢ 
16.000c 
15.600c 
14.060c 
13.500c 
25.000c 
104.250c 
87.31 
96.07 
99.84 
98.09 
96.23 
90.48 
94.86 
97.16 
96.38 


3.52 
4.00 
3.76 
3.87 
3.99 
4.38 
4.08 
3.93 
3.98 


451,268 


109.62 


.119,047 
,844,058 


825,727 
11,372 
614,355 
,904,110 


181,420 
181,420 


466,070 


517,230 
9,522,850 
10,04C,080 


2; 276, 540 
272,520 
969,040 

1,241,560 


243,990 

20,600 
207,570 
227,970 


362,960 

69,106 
413,258 
482,358 


1,883,490 

362,220 
1,589,668 
1,951,888 


116.2 
88.6 
*103.0 
*79.5 
124.6 


Month 
Ago 
101.1 


2,489,000 


7,164,750 
e: 965,C00 

6,483,000 
~2'619,000 
12,163,000 
7,691,000 


172,439,000 
35,978,000 
160,460,°06 
46,768,009) 


763,876 
651,665 


600,000 
249,851,000 
, 749,000 
228,000 
521,000 


,420,000 
040,000 


151 
,439,000 
207 


5.622c 
$63.04 
$61.33 


35.700c 
34.560c 
16.0009¢c 
15.690c 
oa CC0Oc 
3.500c 
35. 000c 
110.250c 


89.96 
97.16 
100.65 
99.20 
97.31 
92.05 
95.16 
98.09 
98.25 


6 
.93 
Fy 
3.80 
3.92 
27 
.66 
3.87 
3.86 


431.7 


231, 2330 
278,966 

94 
428,989 


109.60 


1,333,750 
$70,645,894 


904,997 
5,575 
899,422 
$45,119,535 


216,350 
216,550 


640,970 


531,320 
10,505,330 
11,036,650 


1,601,160 

297,610 
1,414,S70 
1,712,580 


353,150 

45,500 
399,360 
444,860 


458,885 

87,480 
570,979 
658,459 


2,413,195 

430,590 
2,385,309 
2,815,899 


115.7 
87.8 
103.3 
80.6 
124.0 


Year 
Ago 
95.7 


2,309,000 


6,945,800 
7,684,000 
27,069,6C0 
2,428,000 
12,917,000 
8,623,000 


160,406,000 
25,909,000 
126.040.0009 
40,335,006 


799,132 
662,463 


,354,000 
,761,000 
7,593,000 

2,495,009 

,U98,600 


,686,000 
614,000 


255 


,614,000 


45.400c 
45.400¢ 
15.500c 
15.300c 
13.500¢ 
15.060¢c 
Not Avail. 
109.500c 


54 55 
106.92 
110.34 
108.68 
106.92 
162.13 
105.34 
107.27 
108.34 


© 
ios 


DP WWWWWWWWN 


229,795 
296,461 
102 


568,726 


107.14 


1,165,095 
$62,405,915 


1,037, 134 


$50,486,408 


319,360 
319,360 
444,480 


1,€36,C70 

232,210 
1,547,320 
1,579,536 


432,100 

33,920 
366,430 
400,350 


753,077 
119,960 
635,888 
755,848 


2,801,247 

386,090 
2,349,638 
2,735,728 


111.2 
84.5 
97.7 
70.4 


BANKERS’ DOLLAR ACCEPTANCES OUT- 
STANDING — FEDERAL RESERVE BANK 
OF NEW YORK—As ot Nov. 30: 
Im ports 
Exports 
Demestic 
Domestic 
Dollar ex 
Based on 
loreicn 


shipis'ents 

warehouse credits 

change 

goods stored an d shipped 
countrics 


between 


Total 


BUSINESS FAILURES—DUN & BRADSTREET, 
INC.—Mont of November: 
Manufacturing number 
Wholesale number 
Retail number 
Construction nu'ber 
Conunercial service number 
Total number 
Manufacturers’ 
Wholesale iiabilities 
Retail liabilities 
Censtruction liabilities 
Commercial service liabilities 


liabilities 


Total liabilities 


EUSINESS INCORPORATIONS (NEW) IN THE 
UNITED STATES—DUN & BRADSTREET, 
INC.—Month of November. 


COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
AS ot Nov. 30 (000’s omitted) ee 
FACTORY EARNINGS AND HOURS- 
AVEKAGE ESTIMATE—U. S. 
LABOR—Monih of November: 
Weekiy Earnings 
All manufacturing 
Durable goods 
Nonditrable goods 
Hours 
All manufactu 
Durable z2uods 
Nondurable goods 
Hourly Earnings 
All manufacturing 
Durable goods 
Nondurable goods - 


WEEKLY 
DEPT. OF 


ring 


INDUSTRIAL PRODUCTION—BOARD OF GOV- 
ERNORS OF THE FEDERAL RESERVE 
SYSTEM—1947-4--100—Month of Nov.: 

Seasonally adjusted 
Unadjusted 


LIFE INSURANCE—BENEFIT PAYMENTS TO 
POLICYHOLDERS—INSTITUTE OF LIFE 
INSURANCE—Mounth of October 

Death benelits 
Matured endowments 
Disability payments 
Annuity payments 
Surrender values 
Policy dividends 


METAL PRICES (E. & M. J. 

Averave for month of November: 

Copper (per pound)- 
Domestic refinery 
Export refinery 

t*Loncdon, prompt 
Lendon, S-months 

.ead— 
Comumon, 


QUOTATIONS) — 


New York (per 
Cem‘non, East St. Lonis 
Prompt, London (per 

*?Three months, London (per long 

Zinc (per pound)—East St. Louis 

Zinc, Prime Western, delivered (per pound ) 
+*#Zinc, London, prompt (per long ion) 
*7Zinc, London, three months (per long 

Silver and Screrling Exchange 

Silver, New York (per ounce) 
Silver, London (per ounce) 
Sterling Exchange’ (check) 
Tin, New York Straits 
Gold (per ounce, U. S. 
Quicksilver (per flask of 
{Autimeny, New York 
Antimony (per pound), 
Antimony (per pound), 
Platinum, refined 
*Cadmium, reiined 
‘Cadmium (per 
SCadmium (per 
Cobalt, 97% 
Aluminum, 
average 
Aluminum, 
Magnesium 
** Nickel 
Bismuth 


pourd) 

(per pound) 
long ton) 

ton) 


eg 


ton) 


price) 
76 pounds) 
boxed 

bulk Laredo 
poxed Laredo 
(per ounce) 

(per pound) 
pound) 
pound) 
grace 
99% grade 
(per pound)___ S 
99’e grade primary pig 
ingot (per 


ingot weighted 


pound) % au 


(pe r pound ) .. 


NEW CAPITAL ISSUES IN GRFAT BRITAIN 
MIDLAND BANK LTD.-—~Monilh of Necv.:_- 


TREASURY MARKET TRANSACTIONS IN DI- 
RECT AND GUARANTEED SECURITIES 
OF U. S. A.—Monih of November: 

Net sales —_ 
Net purchases 


UNITED STATES EXPORTS AND IMPORTS 
BUREAU OF CENSUS —Month of Oct. 
(C00's omitied): 

Exports 
imports — 


ZINC OXIDE (BUREAU OF MINES)—Month 
of October: 
Production (short tons) 
Shipments (short tens) ss . 
Stocks at end of month (short tons)_-_ 


Latest 
Month 


142,870,000 


$924,443,000 


166 

94 

482 

171 

86 

999 
$11,714,000 
3,743,000 
11,476,060 
11,099,0C0 
1,854,000 


$39, 886, 000 


$568,600 


$223,200,000 
57,700,000 
9,900,000 
45,500,000 
95,806,000 
84,500 000 


3516, 600, 000 


35.696¢ 
34.465¢c 
£240.455 


£28 By + | 


16.000c 
15.800c 
£118,369 
£116.955 
13.500c 
14.000¢ 
£100.767 
£96.761 


91.375¢ 
81.301d 
$2.78246 
110.639¢ 
$35.000 
$255.000 
36.476c 
33.009¢ 
33.500c 
$104.C00 
$1.1000C 
$1.70000 
$1.'700G0 
$2.60000 


27.100c 
25.000c 
35.250¢ 
64.500c 

$2.25 


£22,472,000 


$83,931,350 


1,644,000 
1,120,000 


17,144 
16,011 
19,203 


Prev tous 
Month 


$276,.642,000 
261,130,000 
13,833,000 
119, 436, 000 
19,175,006 


32,602,000 


$842,418,000 


$171,800,00C 
45,900,000 
8,800,000 
38,800,000 
73,100,000 
86,600,060 


$42 5, 006, ,000 


38.623¢ 
35.431c¢c 
£2381.946 
£231.326 


16.000c 
15.800c 
£115,457 
£113.712 
13.500c 
14.900¢ 
£95.726 
£93.595 


91.176¢c 
79.935d 
$2.78457 
105.764c 
$35.000 
$254.769 
36.470c 
33.00Cc 
33.500c 
$104.000 
$1.7C000 
£1.7000C 
1.70000 
$2.6G6000 


27.100c 
25.000c 
35.250c 
64.500c 

$2.25 


£51,053,000 


15,067 
16,550 
18,070 


Year 
Ago 


$258,502,000 


<04,971,069 
8,386,000 
63.835,000 
20,024,000 


$641, 526, 000 


196 
84 
462 
133 
70 


945 
$14,106,000 
5,068,000 
12,626,C00 
ppp + 
1,239,000 


$42, 783, 000 


$594,000 


$182,000,000 
51,500,0G0 
8,900,000 
39,506,000 
73,800,000 
69,600,000 


$425,300,060 


42.964c 
43.6690¢ 
Not Avail. 
Not Avail. 


15.500c 
15.200¢ 
£108.165 
£107.781 
13.000c 
15.59Ge 
£92 .432 
£91.401 


91.461le 
79.295da 
$2.60145 
°7.80406 
$35.0G0 
$279.390 
25.470c 
23.00% 
33.500c 
$101.570 
$1.70000 
$1.70000 
1.70000 
$2.60009 


24.400c 
Not Avail. 
32.500¢ 
64.500c 
$2.25 


£53,680,000 


$7,393,200 


1,396,100 
1,010,700 


18,586 
16,606 
19,946 





119.5 


§Based on new annual capacity of 128,363,000 tons as 
tNumber of orders not reported since introduction of 
sold on delivered basis at. centers where freight from East St. Louis 
**Fstimated figure. 


*Revised figure. +Based on the producers’ quotation. 
producers’ and platers’ quotations. SAverage of cuotation on svecial shares to plater. 
‘Domestic five tons or mere but iess than carload lot boxed. §$Delivered whe 
freight from East St. Louis exceeds 0.5c. **F.o.b. Fort Colburne, U. S. duty included. 
+tAverage of daily mean and bid end ask quotation at morning session of London 
* Metal Exchange. f/Delivered where ireignt trom East St. Louis exceeas 0.5c. 


iBased on the average of the 
‘Revised figure. {Includes 979,000 barrels of foreign 
of Jan. 1956, as against Jan. 1, 1955 basis of 125,828,319 tons. 
Monthly Investment Plan. *Prime Western Zinc 


exceeds one-half cent a pound. 


crudé runs. 
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Continued from page 2 


The Security I Like Best 


space for the manufacture and 
distribution of Purex’s other prod- 
ucts. There is also space on the 
ll-acre tract on which the Bristol 
plant is located for future expan- 
sion. In exchange for 136,000 
shares (with a market value of 
about $2,720,000 at the time of 
the transaction) Purex acquired: 
(1) Manhattan’s assets with a 
book value of $1,146,000 (and 
worth considerably more in tcrms 
of replacement value); (2) a tax 
loss carry-forward of $1 million; 
(3) good will, etc., of “Sweetheart 
Soap” and other products, based 
on some $35 million in advertising 
during the last 10 years. We 
would guess that this will prove 
to be a profitable transaction for 
Purex. 

Through improvements in man- 
ufacturing techniques at the Man- 
hattan plant and re-scheduling of 
production runs, together with 
reduced warehousing and freight 
costs, economies running into 
seven figures are _ anticipated. 
According to early estimates, an- 
nual savings of some $1.5 million, 
or almost 90c a share after taxes, 
were considered ultimately pos- 
sible and these estimates have 
Since been revised upwards. 

The aforementioned benefits of 
the company’s acquisition program 
are obviously of major propor- 
tions and, as_ indicated, they 
promise serious gains in earnings. 
A strategic consequence, more- 
over, has yet to be mentioneda— 
the vastly expanded advertising 
and promotion, the lifeblood of 
the cleaning agent field, which is 
now possible. 

From a chemical viewpoint 
there is, as we know, no spec- 
tacular difference among the va- 
rious brands of soap, detergents, 
etc., available to the consumer. 
Advertising, however, creates con- 
sumer preterence for one brand 
of soap as against another (‘ Love 
That Soap!’’) and, put mildly, ad- 
vertising therefore plays a key 
role in the industry. 

Largely by virtue of its acqui- 
sitions the company now markets 
products throughout the United 
States, as well as various foreizn 
countries. Wita this newly- 
*POABs oy pjnos auew se a21ny 
***WJBap Sse] post B SI YVAN 130 
-UB) p1ly) A1aAa Jey] SI ‘sn [[39} 
| S10JDOp ANO “Jovy 915A} 24uL 


LET’S LOOK AT THE BRIGHTER SIDE 





Many thousands of Ameri- 
cans are cured of cancer 
every year. More and more 
people are going to their 
doctors in time...To learn 
how to head off cancer, call 
the American Cancer Society 
or write to “Cancer” in care 
of your local Post Office. 








® 





American Cancer Society 
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spend more money on laboratory 


and consumer research than any 
other company our size in this 
field, but... it is the only way 
that Purex can keep in the race 
for consumer preferment. We are 
unrelenting in our search for bet- 
ter quality at lower cost.” 

The company’s. capitalization 
consists of $6 million of long-term 
debt and approximately 790,335 
shares of common stock (exclud- 
ing 20,801 shares reserved under a 
management stock option plan). 
About 34% of the common shares 
are owned by Adrien C. Pelletier, 
Chairman of the Board and Presi- 
dent of the company, and his 
family; 18% of the shares are 
held by O. M. Burke and family, 
who acquired the stock in ex- 
change for their holdings in the 
Manhattan Soap Company. 

Reported earnings per. share 
have risen from 93c five years 
ago to $1.59 for the fiscal year 
ended June 30, 1956. While this 
increase of 71% is impressive, 
even greater progress is antici- 
pated in the future. Giving effect 
to the various basic improvements 
discussed above, earnings of about 
$2.40 a share are expected in the 
fiscal year ended June 30, 1957 
(after Manhattan Soap’s tax loss 
carry-over of $1 million) and by 
fiscal 1957-58 net earnings should 
approximate $3 a share. 


acquired broad=market, Purex for 
the time finds#it practical to ad- 
vertise throu the popular na- 
tional magazines and TV and radio 
programs on .Hational networks— 
the heavy artilfery of modern sales 
promotion and@™usually considered 
vital for merchandising success. 


The use of these national media, 
of course, reqyires huge where- 
witial—and ie too has been pro- 
vided throug the company’s 
acquisitions. iff 1951 Purex’s sales 
of under $20%+million permitted 
advertising an@ promotion outlays 
of only $1.7 miflion. These outlays 
wcre just abet doubled in the 
fiscal year efded May 31, 1956, 
when sales @&mounted to $34.9 
million, and with sales now run- 
ning at a $50 million annual level, 
promotional expenditures on the 
order of $6.5 million are likely to 
be made. Hence the company’s 
sales volume should continue to 
show strong growth. 


That the company’s advertising 
dollar is being used to good effect 
is evident from the type of TV 
programs with which it has been 
connected. For over a year Purex 
has co-sponsored “The Big Sur- 
price,” the $100,000 television quiz 
program which has an audience 
of many millions and has been 
outstandingly successful in popu- 
larizing Purex lines. Last summer 
while “The Big Surprise” was on 
vacation the company sponsored 
or co-sponsored the “Ina Ray Hut- 
ton Show,” “Festival of Stars,” 
“Down You Go,” “Tonight,” and 
Arthur Godfrey all of which 
enjoyed vast and faithful audi- 
ences on television or radio. 

Purex’s benign touch in sales 
promotion is well illustrated by 
“Old Dutch Cleanser.” Virtually 
indispensable for generations of 
American housewives, “Old Dutch 


Dividends have been gradually 
increased over the past half- 
decade from 60c to the current 
annual rate of 80c a share. In 
addition, the company recently 
instituted a policy of distributing 
stock dividends with a declaration 
of a 3% payment. 


As a growth stock with excel- 
lent prospects in ae relatively 
stable industry and providing a 
generous yield of well over 4% 
on ae well-protected dividend, 
Purex represents one of the most 
interesting equities available to 
the investor today. 















wae ne 





Clcanser” Fad begun to _ lose 
grouni to less venerable rivals e 
during the last few years prior UStness 


to its purchase by Purex in May. 
1955. (This circumstance, inci- 
centally, probably explains the 
very reasonable price Purex had 
to pay for Old Dutch Cleanser.) 
During the first year under Pu- 
rex’s ownership, however, Old 
Dutch Cleanser’s decline was not 
merely arrested but actually re- 
versed to the tune of a startling 
121% gain in sales. While a com- 
bination of factors, including 
changes in formulation and pack- 
aging, was admittedly responsible 
for this achievement, the intensi- 
fied, telling advertising by Purex 
undoubtedly played tue principal 
role. 

A similar experience is antici- 
pated with respect to Manhattan 
Soap. Here again in Manhattan’s 
“Sweetheart” toilet soap Purex 
acquired a distinguished old trade 
name which in recent years had 


Man’s 
Bookshelf 


Credit Executives Outlook for 1957 
Report—Credit Research Foun- 
dation, 229 Fourth Avenue, 
New York 3, N. Y. (paper), 75¢. 


Facing the Issue of Income Tax 
Discrimination—National Asso- 
ciation of Manufacturers, 2 East 
48th Street, New York 17, N. Y. 
(paper ) 


Facts About North Carolina— 
State Advertising Division, De- 
partment of Conservation & De- 
velopment, Raleigh, N. C. 
(paper). 











fallen behind somewhat in the Location and Space Economy— 
competitive battle. (This company Walter Isard—John Wiley &| 
too appears to have been pur- Sons, Inc., 44 Fourth Avenue, 


New York 16, N. Y., $8.75. 
Personalized Service — Describing 


chased relatively cheaply because 
of this weakness.) Under the 
skilled guidance and stepped-up 
promotion being offered by Purex, 


“Sweetheart” should regain its Department of Commerce, 112) 
former outstanding position in the State Street, Albany, N. Y.| 
toilet soan field. And, being con- (paper). 


siderably bigger than “Old Dutch 
Cleanser,” “Sweetheart” should 
reward Purex stockholders even 
more. 


Perspective on 
Association of Manufacturers, 2 
East 48th Street, New York 7, 


aper), 25¢. 

Adding no little glamour to N. ¥. (paper), ag se : 
Purex’s longer term possibilities Present Day Banking 1957—Forty | 
is the company’s farsighted re- Condensed Theses — American 
search program. A qualified staff Bankers Association, 12 East 
of 40 chemists and technicians 36th Street, New York 16, N. Y. 
devote full time to the improve- —available to member banks 


for $6——Circulation Department, 
“Banking” Magazine, 12 East 
36th Street, New York 16, N. Y. 
Principles of Laboratery Temper- 
ature Contrel, Electronic Relays, 
Thermistor Operated Tempera- 
ture Control — C. M. 
OTS, U.S. Department of Com- 


ment of existing products ani 
manufacturing processes, and the 
development of new ones. Then 
there is a sizable staff concerning 
itself with market research. As 
Adrien C. Pelletier, Chairman of 


the Board and President of Purex 
has 


phrased it: “We probably 








services available from Dept. of | 
Commerce — New Yeork State | 


Gold — National | 


Proctor, | 


merce, W 


$1.50. 


Quality Control Procedures for 
Monitoring Psychological Test- 
ing—R. G. Smith, Jr., and D. B. 
Gragg, OTS, U. S. Department 
of Commerce, Washington 25, 
my. Cy 5O¢. 


Tuberculosis in New York City, 
1955 — New York Tuberculosis 
and Health Association, Inc., 386 
aS Avenue, New York 16, 


United Nations and Dependent 
Peoples — Emil J. Sady — The 
Brookings Institution, Washing- 
ton 6, D. C. (paper), $1.50. 


Opportunities in Industry as a 
Skilled Craftsman — National 
Association of Manufacturers, 2 
East 48th Street, New York 17, 
N. Y. (paper). 


Regulations Relating to Foreign | 
Funds Control in the United | 
States (Supplement 14)—Bank | 
for International Settlements, | 
Monetary and Economic De- 
partment, Basle, Switzerland 
(paper). 


ashington 25, D. C. 


Reynolds Manager 

SANTA CRUZ, Calif. — Oliver 
W. Aubrey has been appointed 
Manager of the Santa Cruz office ! 
of Reynolds & Co., 1316 Pacific | 
Avenue. | 

Walton T. Hildebrand, his pred- 
ecessor, will be transferred as a 
registered representative to the 
San Francisco office. 


B. Burnett Carson 
B. Burnett Carson of Carmichael 
& Carson passed away Decembe! 
17th. 





DIVIDEND NOTICES 


AMERICAN 
CAN COMPANY 


CANCO 


COMMON STOCK 


On December 20, 1956 a quarterly di 





vidend 











of fifty cents per share was declared on 
the Common Stock of this Company. payable 
February 15, 1957 to Stockholders of record 
at the close of business January 24, 1957, | 
Transfer books will remain open. Checks will | 
be mailed. 

JOHN R. HENRY, Secretary 

CANADIAN PACIFIC 


RAILWAY COMPANY 
Dividend Notice 
— 000 — 


At a meeting of the Board of 
Directors held today 


an extra dividend of twenty-five | 
cents per share on the Ordinary | 
Capital Stock was declared in re- | 
spect of the year 1956, payable in | 
Canadian funds on February 28, 
1957, to shareholders of record at 
3:30 p.m. on January 4, 1957. 

By order of the Board. 


FREDERICK BRAMLEY, 
Secretary. 


Montreal, December 10, 1956. 
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CONSOLIDATED 
NATURAL GAS 
COMPANY | 


30 Rockefeller Plaza | 
New York 26, N. Y. 


UUM LATA DAUR ATTN 


rnermmamartnenenan MS 
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| 
DIVIDEND No. 36 | 
j 
| 


Tun BOARD OF DIRECTORS 
has this day declered a regu- 
lar quarterly dividend of Forty- 
Seven and One-Half Cents 
(471 5¢) per share on the capi- 
tal stock of the Company, pav- 
able February 15, 1957 to stock- 
holders of record at the close 
of business January 15, 1957. 

R. E. PALMER, Secretary 


December 20, 1956 
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gomery, 
Broad Street, 
New York Stock Exchange and 
other 
nounce that Jacob S. Disston, 3rd., 
has become associated with their 
Philadelphia office as a registered 
representative. 
Montgomery, 
Disston was associated we*h Henry 
Disston & Sons Co. 


a regular | 
dividend of seventy-five cents and | 


(2831) 39 


Monigomery, Scolt 
Adds J. S. Disston, lil 


PHILADELPHIA, Pa. — Mont- 
Scott & Co., 123 South 
members of the 
leading 


exchanges, an- 


Prior to joining 
Scott & Co. Mr. 


me ES Nae 


DIVIDEND NOTICES 





GAMEWELL 


At a meeting of the Board of Directors 
of The Gamewell Company held on 
Friday, December 21, 1956, a regular 
quarterly dividend of 40 cents per 
share was declared payable on the 
Common Stock of the Company on 
January 15, 1957, to stockholders of 
record at the close of business on 
| January 4, 1957. 


E. W. SUNDBERG, 
Treasurer 


December 21, 1956 
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CHA) ELEVATOR 
VY COMPANY 


COMMON DIVIDEND No. 201 


A quarterly dividend of $.50 per 
share on the Common Stock has 
been declared, payable January 
25, 1957, to stockholders of record 
at the close of business on Janu- 
ary 4, 1957. 
Checks will be mailed. 

H. KR. FARDWELL, Treasurer 
New York, December 20, 1956. 
































| Southern California 


| Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 188 
60 cents per share; 


PREFERENCE STOCK, 

4.48%, CONVERTIBLE SERIES 
Dividend No. 39 

28 cents per share; 


PREFERENCE STOCK, 

4.56%, CONVERTIBLE SERIES 
Dividend No. 35 

28/2 cents per share, 


The above dividends are pay- 
able January 31, 1957, to stock- 
holders of record January 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, January 31. 


P. C, HALE, Treasurer 


December 21, 1956 





























Behind -the-Scene Interpretations 
from the Nation’s Capital 


WASHINGTON, D. C.—Barring 
unexpected developments, the 
session of Congress which is 
scheduled to get under way just 
one week from now is likely to 
be one in which there will be a 
great deal of noise and only a 
minimum of legislative action. 

There are three uncertainties 
which cannot at present be 
evaluated. 

One of these is the possibil- 
ity of war. The initiative for 
war obviously will not come 
from the Eisenhower Adminis- 
tration. Its policy is peace at any 
price, and it is a policy which 
has been affirmed repeatedly. 


It is this very peace at any 
price policy, however, which has 
many thoughtful men on the 
Hill and at the Pentagon wor- 
ried. They fear that war might 
arise because the Comrades will 
become so cenfident of their 
immunity from punishment that 
they may be tempted to go so 
far as to inflame American pub- 
fic opinion. It is believed that 
flespite their troubles on their 
own defense perimeter, the Reds 
are not going to pass up readily 
any opportunity which might 
open up to get a military foot- 
hold in the Middle East, which 
strategists see as the beginning 
of the end for the Western 
World. 


Military men, of course, do 
not dare to express such appre- 
hensions. The thoughtful men 
on the Hill also are hesitant to 
co so because they can do little 
to change a national mood of 
cetermined pacificism and 
would only get themselves ridi- 
culed as a consequence. 


Reaction To 
“Collective” Security 


Another uncertainty is what 
the members »of Congress will 
construe as the national reac- 
tion to the mythology of the 
“United” Nations and “collec- 
tive” security as a consequence 
of events of recent months. 

Most hard-headed observers 
would have the gravest misgiv- 
iags about resting American de- 
fense upon a NATO arrangement 
when one of the partners there- 
to, Great Britain, was thrown 
into an economic tailspin as a 
consequence of its materially 
znodest adventure in invading 
Egypt. Such observers would 
also question the validity of the 
U. N. dream when Russia in 
Hungary as Red China in Korea, 
have demonstrated the impo- 
tence of the mythology toward 
big-scale aggression. 


In general, there is little rea- 
son to anticipate from Congress 
a determined effort to educate 
the American people to the hard 
realities of an insecure world 
environment. Certainly the 
Democrats as a party are handi- 
capped because they originated 
the concept of securing peace 
via the worldwide dispensing of 
Universal Ointment (i.e., U. S.$). 

It is possible, however, that a 
vigorous leader might come for- 
ward and, by force of logic and 
persistence, provide a different 
leadership, although few would 
now bet a plugged farthing 
thereon. 


Reaction to Eisenhower 

A third uncertainty is how the 
members of Congress will react 
to the tremendous _ personal 
clection victory of President 
Eisenhower. This is something 
which cannot be nailed down 
until the boys have returned 
and chatted privately in the 
lobbies of the Capitol. 

It might be presumed that 
packing such a wallop as he did, 
Eisenhower’s prestige will re- 
strain Democratic opposition. It 
might also restrain the latent 
conservatism of the majority of 
the Republican members. On 
the other hand, since Eisenhow- 
er by and large did not carry 
200 percenters into office with 
bim into Congress or cause the 
downfall of the black, reaction- 
ary believers in the constitu- 
tional system and nationalism, 
it is not beyond the possibilities 
that some of the Republicans 
might just come back with a de- 
termination to express their 
views about the direction the 
Republican party should take 
and oppose the expressed deter- 
mination of Mr. Eisenhower to 
make that party THE vehicle 
for the welfare state. 


Assumption No War 


If there is to be war, of 
course, the picture is revolu- 
tionized. The Congress will be 
torn with a heart-rending prob- 
lem of trying to ration mate- 
rials, credit, and all the good 
things of life, and attemptingly 
ineffective price and so-called 
wage controls to stem the tide 
of inflation, already so rampant. 

In case of war, the national 
drive to filch the nation’s sav- 
ings and the income of the mid- 
dle and upper classes for fur- 
ther extensions of the welfare 
state, obviously will be tossed 
aside for the duration. 

Without war, however, 
assumption can be that 
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“1 don’t care WHAT they do in movie balconies—the 
Stock Exchange balcony frowns on that stort of thing!’’ 


situation will take up Jan. 3 
about where it left off with the 
ending of the last session of the 
84th Congress. 


Leadership Problem 


Democrats will start out look- 
ing the more silly and leader- 
less because the party’s left 
wing, certain that even moder- 
ate temperance lost them the 
election, were disposed to at- 
tempt to nail securely the pol- 
icy of the Aggressive Left. 

In the course of 1957’s history, 
however, this will be a minor 
episode, The immediate drive 
for a killing of the filibuster 
will fail, for the filibuster has 
from time immemorial been the 
sacred weapon of the “liberals.” 
The Democratic National Com- 
mittee leadership’s drive to try 
to horn in on the policy-making 
of the Congressional Democratic 
leaders is already a demon- 
strated flop. 

Senator Lyndon Johnson in 
the “upper” chamber and 
Speaker Sam Rayburn in the 
Ifouse are going to control. And 
they are going to play it by ear, 
feeling their way as they go 
along. 


Republican Leadership 

One thing appears somewhat 
more certain in the outlook 
since it was last appraised in 
this column after the election. 
Whether the “new Republican” 
oligarchy in the White House 
has come to accept Richard 
Nixon or whether the latter has 
shown his capacity to outsmart 
them, the prospect of an under- 


cover war to oust Nixon from 
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the succession seems to be dim- 
mer. 

Sherman Adams, the day-by- 
day de facto President, is under- 
stood to have come to feel that 
Mr. Nixon is a trustworthy man 
of “liberal” principles as well 
as a man of ability. Mr. Adams 
has come to feel secure, and has 
traded in his 1953 Cadillac for 
a new one. 


No Pressure 


There is no doubt that Mr. 
Eisenhower has come to consid- 
er that his niche in history is to 
make the Republican party look 
much the same as the New Deal 
Democratic party. On the other 
hand, the President will not be 
under much compulsion to 
achieve legislative results. That 
is because 1957 is not a Con- 
Zressional election year. 

On the other hand, come 1958, 
Mr. Eisenhower for the first 
time since 1953 will be definite- 
ly interested in getting his kind 
of a “Republican” Congress, for 
since he cannot himself again 
come up for election, his ego 
and his niche in inistory will be 
supported only to the extent 
that the voters elect “modern 
Republicans.” Heretofore, the 
President has concentrated on 
the weird notion of being a non- 
partisan and a sort of well- 
meaning Big Brother to all. Soe 
there won’t be much real heat 
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fer legislative action in 1957 bu. 
there well may be in 1958. 


Specific Issues 

Among the specific issues, th: 
one which is clearest is tha 
there will be no important tas 
reduction and probably none ot 
this business of shifting the sur- 
tax and normal _ corporation 
rates around on income below 
$25,000, for the sake of small 
business. 

There has come to be an ac- 
cepted dogma that with the 
withholding tax, tax relief rolls 
up only the smallest political 
mileage, and should be post- 
poned until with a business set- 
back and unemployment, the 
working stiffs can appreciate 
what it means to have money 
coming to them that otherwise 
would go to the Treasury. 

Any notion that the govern 
ment will have a substantiai 
surplus is written off by 
thoughtful men. Such are Rep. 
Wilbur Mills and Senator Harry 
Byrd, the most effective voice: 
on this issue among the Demo- 
crats. The idea of making a bid 
for netting income now subject 
to partial relief from depletion 
allewances and capital gains 
treatment is something which 
Wilbur Mills appears to have 
abandened, for he, too, ex- 
pressed himself as impressed 
with the magnitude of the prob- 
lem of inflation. 


Immigration Issue 


All the customary panoply of 
welfare issues, more subsidies 
for farmers, for the health ot 
the poor, for public educatior 
and health, will be up for con- 
sideration all the session o! 
1957, with inditferent legisla- 
tive results. Aid to education is 
dependent upon the President 
dropping his idea of nicking the 
wealthier states to benefit out of 
proportion the poorer states. 

The immigration issue mays 
become real hot, soon. The 
President is committed to “liber 
alizing” the McCarran-Walte: 
guota act. The visit of Vice- 
President Nixon to Austria and 
the grand sympathy over the 
Plight of the comparative hand- 
ful of Hungarians who escaped 
the Russian tyranny, may be- 
come the vehicle for a bitter 
and perhaps successful effort to - 
break down the barriers te 
immigration. 


{This column is intended to re 
flect the “behind the scene” inte 
pretation from the nation’s Capit 
and may or may not coincide wit 
the “Chronicle’s” own views. ] 
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